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AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheets of Warner Bros.-Seven Arts Limited and sub- 
sidiaries as of September 28, 1968 and June 30, 1968 and the related statements of consolidated operations, 
consolidated retained earnings and consolidated source and application of funds for the year ended June 30, 
1968 and the three months ended September 28, 1968. Our examination included a general review of the 
accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the com- 
panies at September 28, 1968 and June 30, 1968 and the results of their operations and the source and 
application of their funds for the year ended June 30, 1968 and the three months ended September 28, 1968, 
in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year, as restated (see note 1b). 


Toronto, Ontario PEAT, MARWICK, MITCHELL & CO. 
January 31, 1969 Chartered Accountants 
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WARNER BROS.-SEVEN ARTS LIMITED AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
(Stated in U.S. Dollars and rounded to nearest thousand) 


ASSETS 
Current assets: 
Cash and certificates Of depositele v.05 eee 


Short-term commercial paper, at cost which approxi- 
mates market 255 1... 5s eee pt een 


Notes and accounts receivable, net of allowance for 
doubtful accounts (note 4) 


Osis (0 Selo eo 6, viele elelel seuss. « 


Investment in Associated British Picture Corporation 
Limited (note 1b) (77s eee ee ee 


Inventories, not in excess of cost (notes 2 and 4): 


Film productions for theatrical and television 
exhibition: 


Released, less amortization ................ 
Completed, not released ..5.,............. 
IN Process xi eens shie ekiarel amas Ae LU ae 
Film rights for television, less amortization She 
Rights ‘and scénarios 00>, 2.000. Jy Lee 
Other 


8 \Cre) @ile (eee levelis verre Lelie ese Tele ssiiole lelsle\iele-te fof alelaten serie 


Notes and accounts receivable due after one year (note 4) 


Fixed assets, at cost (note 3): 
Land ts viscus-3 ae ue -oe Ce eee 


eee eer eee soe 


Furniture, equipment and leasehold improvements ... 


Less accumulated depreciation and amortization .... 


Other assets: 


Music copyrights, artists contracts, and distribution 
rights at cost less amortization (note Ic) 


ce eww ewes 


Miscellaneous investments, deposits setC.ua-e eee 


Excess of cost of net assets and other intangibles 
acquired over amounts assigned .............. 1 


See accompanying notes to financial statements. 


September 28, 
1968 


$ 18,516,000 
1,100,000 


49,273,000 


19,638,000 
35,626,000 
10,104,000 
49,307,000 
4,605,000 
3,034,000 
122,314,000 
2,932,000 
194,135,000 


41,622,000 


17,747,000 
11,435,000 
6,430,000 
35,612,000 
3,386,000 
32,226,000 


30,959,000 
3,259,000 


10,000,000 
44,218,000 


$312,201,000 


| 
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September 30, 
1967 


(Unaudited) 


$ 13,835,000 


40,815,000 


22,691,000 


22,275,000 
25,206,000 
16,466,000 
55,088,000 
2,930,000 
1,460,000 
123,425,000 
2,067,000 
202,833,000 


14,610,000 


17,747,000 
11,143,000 
5,327,000 
34,217,000 
2,110,000 
32,107,000 


16,917,000 
3,947,000 


10,000,000 
30,864,000 


$280,414,000 


June 30, 
1968 


$ 17,806,000 
1,487,000 


43,194,000 


20,383,000 
39,219,000 
9,232,000 
47,453,000 
3,280,000 
2,759,000 
122,326,000 
2,382,000 
187,195,000 


10,000,000 
45,022,000 


$309,352,000 


June 30, 
1967 
(note 1b) 


$ 13,594,000 
3,494,000 
34,876,000 


22,691,000 


10,392,000 
15,978,000 
31,982,000 
57,290,000 


119,065,000 
2,810,000 
196,530,000 


20,296,000 


17,747,000 
11,160,000 
5,245,000 
34,152,000 
1,846,000 
“32,306,000 


16,936,000 
3,884,000 


10,000,000 
30,820,000 


$279,952,000 


WARNER BROS.-SEVEN ARTS LIMITED AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 


(Stated in U.S. Dollars and rounded to nearest thousand) 


September 28, 
1968 
LIABILITIES AND SHAREHOLDERS’ EQUITY 
Current liabilities: 
Current maturities of long-term debt (notes 4 and 5)..  $ 28,295,000 
Banks andvOther loans: oh. 5 52 esi ese ccs eis ne oie — 
Accounts payable and accrued liabilities ........... 15,053,000 
Participations and royalties payable ............... 26,702,000 
Advance payments for films, deposits, etc. ......... 2,636,000 
WDIVIGENU PAV able seis oasis wll ee cies wielelsie ols ware — 
Miaxes OnuUNCOME. (NOTE) 8)) 66.2...0.0)6 se os ei visisi wis wile oi 15,326,000 
Total current liabilities ............... 88,012,000 
Long-term debt, less current maturities (excluding 
convertible subordinated debentures): 
Liability under credit agreements—secured (note 4). 30,680,000 
Contractual obligations payable ..............-. 18,124,000 
5% Subordinated notes due annually to 1969 
(ROLES) ae ee asieee e eittogens ore slcve riers isiers — 
(Ovi ey athe Shee Sore CO ING ita Ee ICO PORNO 7,566,000 
56,370,000 
Deferred television film rentals and other income 
(REE TIC wstho cdo oticd a6 ob tan Ua no Dau cae Buds am 16,361,000 
Deferred taxes on income (note 8) ..............++-- 12,850,000 
Convertible subordinated debentures: 
6%, due 1976 (note 6) 22... 1. ecw cece secret ees 12,000,000 
Sp Gu ILENE WM) aascdosducdsepocu0bGaqDeCK 33,355,000 
45,355,000 
Minority interest in subsidiary company (note la) ..... 2,860,000 
Shareholders’ equity: 
Capital stock—common shares without par value 
(notes 9 and 10): 
Authorized 10,000,000 shares. 
Issued 3,816,493 at September 28, 1968, 3,673,606 
at September 30, 1967, 3,808,569 at June 30, 
1968 and 3,673,525 at June 30, 1967 ........ 59,766,000 
Retained earnings (notes 4a and 7) ............---- 30,627,000 
Total shareholders’ equity ...........-. 90,393,000 


Contingent liabilities and commitments (notes false 
and 14). 


$312,201,000 


Approved on behalf of the Board: 
Benj. Kalmenson, Director 
Samuel H. Haims, Director 
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September 30, 
1967 
(Unaudited) 


$ 29,292,000 


614,000 
23,731,000 
17,587,000 

2,632,000 


16,154,000 


90,010,000 


43,123,000 
14,584,000 


460,000 
3,775,000 


61,942,000 


4,921,000 


12,000,000 
33,759,000 


45,759,000 


3,356,000 


56,295,000 
18,131,000 


74,426,000 


$280,414,000 


June 30, 
1968 


$ 29,998,000 


16,390,000 
25,550,000 
1,327,000 
952,000 


14,207,000 
88,424,000 


33,550,000 
17,969,000 


460,000 
5,841,000 


57,820,000 


16,790,000 
11,070,000 


12,000,000 


33,617,000 
45,617,000 


2,365,000 


59,505,000 


27,761,000 
87,266,000 


$309,352,000 


June 30, 
1967 
(note 1b) 


$ 28,691,000 
8,046,000 
16,954,000 
17,259,000 
1,768,000 


18,966,000 


91,684,000 


40,323,000 
14,799,000 


1,010,000 
1,912,000 


58,044,000 


6,629,000 


12,000,000 
33,762,000 


45,762,000 


2,932,000 


56,292,000 
18,609,000 


74,901,000 


$279,952,000 


WARNER BROS.-SEVEN ARTS LIMITED AND SUBSIDIARIES 
STATEMENT OF CONSOLIDATED OPERATIONS 
(Stated in U.S. Dollars and rounded to nearest thousand) 


Three Months Ended 
September 30, 
September 28, 1967 
1968 (Unaudited) 


Revenue (note 1e): 


Film rental income: 


Year Ended 
June 30, 
1968 


iheatricalt soso Said ene Biel beabaeearre $ 25,055,000 $ 13,248,000 $ 87,939,000 
PECLEVISION Mia) Seto ata ele ote eis. avole eo 7,006,000 4,364,000 41,664,000 
Recordiandimusicincomeice seek ee eee 23,080,000 8,937,000 64,048,000 
Other) crsicas, Ledeeydtere td oro AN eee oe ee 862,000 822,000 4,606,000 
56,003,000 27,371,000 198,257,000 
Cost and expense: 
Amortization of film cost, participations and other 
directicosts!(note:2b) eer eee inte eee 34,152,000 16,339,000 114,843,000 
Operating and general expenses 255... -... +5 004 11,560,000 9,127,000 48,553,000 
Interest'expense a Accti natn oe eee ee ee 1,604,000 1,546,000 6,795,000 
Depreciation and amortization of fixed and other 
non-current assets (notes 1c and 3) .............. 717,000 362,000 2,592,000 
48,033,000 27,374,000 172,783,000 
Earnings (loss) before taxes on income and minority 
interest in net income of subsidiary company ....... 7,970,000 (3,000) 25,474,000 
DaxessOnuncomen(notesS) eile yee reenter ere eee 4,610,000 50,000 13,600,000 
Earnings (loss) before minority interest in net income of 
subsidiary, companyeyne eo eee een 3,360,000 (53,000) 11,874,000 
Minority interest in net income of subsidiary company 
(note alin... ewes ERR mre Sate A eRe hy inh ae 494,000 425,000 1,770,000 
Netiearnings:(l0ss) Syyastterresiae sei Done $ 2,866,000 ($ 478,000) $ 10,104,000 
Net earnings (loss) per share (note 11) ............... $ B75 $ (.13) $ 2.68 
Net earnings per share on a fully diluted basis (note 11). $ se $ _ $ 2.06 
STATEMENT OF CONSOLIDATED RETAINED EARNINGS 
(Stated in U.S. Dollars and rounded to nearest thousand) 
Three Months Ended 
September 30, 
September 28, 1967 
1968 (Unaudited) 
Retained earnings at beginning of period ................-.ceeeeces $ 27,761,000 $ 18,609,000 
Net earnings (loss) sactyee tteie a ere iern e Cin ee ee 2,866,000 (478,000) 
30,627,000 18,131,000 


Deduct dividend declared—$.25 per share paid July 8, 1968 .......... 
Retained earnings at end of period (notes 4a and 7) ................. 


See accompanying notes to financial statements. 


$ 30,627,000 


$ 18,131,000 


Fiscal Period 
1967 


Pro Forma 
Unaudited 


(note 1a) 


$ 57,564,000 
53,419,000 
29,434,000 

3,554,000 


143,971,000 


90,347,000 
34,827,000 
6,351,000 


1,204,000 


132,729,000 


11,242,000 


6,846,000 


4,396,000 


1,343,000 


$ 3,053,000 
$ 83 


$ vo 


Year Ended 


June 30, 1968 


$ 18,609,000 


10,104,000 


28,713,000 
952,000 


$ 27,761,000 


WARNER BROS.-SEVEN ARTS LIMITED AND SUBSIDIARIES 
STATEMENT OF CONSOLIDATED SOURCE AND APPLICATION OF FUNDS 
(Stated in U.S. Dollars and rounded to nearest thousand) 


Source of Funds: 
INGHINCOMICHM eT ene ac nace cc lente cislas sep sees alesis seielse eer winee cis 


Depreciation and amortization of fixed and other non-current assets charged to income 
(notes 1c and 3) 


Minority interest in net income of a subsidiary company (Ot RIA) Brerere cn eroqeters: « sxrusnous 
Increase in deferred taxes on income (note 8) ......- eee ce cere sere rect ences 
Proceeds from exercise of stock purchase warrants (mote 9) .........--.seeeeeees 


Decrease in notes and accounts receivable due after one year (net of decrease in 
deferred television film rentals of $429,000) ........--. sess eee ee cee ceceeee 


Other —net (including $202,000 and $823,000 for the three months ended September 
28, 1968 and the year ended June 30, 1968, respectively, of depreciation and 
amortization charged to film productions) ............sceeseeeeee rece eseee 


Application of Funds: 
iDinpuine. Gebel wens anabe sos bot oOn OC oO Mom UOC Opn OncU0 Unc MODOC OCOD Cie 


Acquisition of additional interest in subsidiary company and minority’s share of 
subsidiary’s dividends (note 1a) .......-.- eee e eee eee eee e reteset ete eceees 


Net decrease in long-term debt ........-.. cece reece eee reece etter eeees 


Net increase in notes and accounts receivable due after one year (net of applicable 
deferred television network film rentals of $16,790,000) ..........-++e-eeeee 


Additions to fixed assets—met ......... cece ccc eee e eect nee e rece ce eececees 


Additions to music, copyrights, artists contracts and distribution rights arising from 
acquisition of Atlantic Recording Corporation, net of fair value ($2,359,000) of 
capital stock issued in connection therewith (note 16) 20.5. eee wesw ne enee 


Increase (decrease) in working capital .......-.seee sree rece ete e reece eeeeeees 


See accompanying notes to financial statements. 


Three Months 
Ended 
September 28, 
1968 


$ 2,866,000 


717,000 
494,000 
1,780,000 


2,774,000 


393,000 
9,024,000 


1,450,000 


222,000 


1,672,000 


——— 


$ 7,352,000 


Year 

Ended 
June 30, 
1968 


$10,104,000 


2,592,000 
1,770,000 
4,441,000 

709,000 


970,000 
20,586,000 


952,000 


4,200,000 
224,000 


7,739,000 
1,238,000 


12,308,000 
26,661,000 
($ 6,075,000) 


WARNER BROS.-SEVEN ARTS LIMITED AND SUBSIDIARIES 
NOTES TO FINANCIAL STATEMENTS 
(Stated in U.S. Dollars and rounded to nearest thousand) 


(1) PRINCIPLES OF CONSOLIDATION AND BASIS OF ACCOUNTS: 


(a) The accompanying consolidated financial statements consolidate the accounts of all subsidiaries, except for 
branches of certain subsidiaries acquired from Warner Bros. Pictures, Inc. operating in foreign countries having severe 
currency restrictions. Two minor subsidiaries which are not significant were not consolidated at June 30, 1968 and 1967 
or at September 30, 1967. All subsidiaries of the company are wholly owned, other than one company which was 66% % 
owned and effective October 1, 1967 became 80% owned. The remaining 20% interest in such subsidiary is owned by 
Frank Sinatra. 


All material intercompany transactions have been eliminated from the consolidated financial statements. 


The unaudited pro forma statement of consolidated operations for fiscal period 1967 is presented for comparative 
purposes and represents an arithmetical compilation of the consolidated operations of Seven Arts Productions Limited 
for the year ended June 30, 1967 and of the former Warner Bros. Pictures, Inc. for the ten months ended June 30, 1967 
(the period prior to effective acquisition date for which comparable information was available) reclassified where necessary 
to conform with the presentation used by Seven Arts and adjusted (i) to conform certain accounting principles to those 
employed by Seven Arts, and (ii) to include pro forma adjustments arising from the acquisition. 


(b) Effective January 31, 1968, a subsidiary (included among the assets acquired from Warner Bros. Pictures, Inc. as 
of June 30, 1967) whose principal asset was an investment in Associated British Picture Corporation Limited, was sold 
for an amount (approximately $22,800,000) which exceeded the purchase price originally allocated to the investment in 
such subsidiary by approximately $7,285,000. On the basis of operations subsequent to the date of acquisition, the company 
re-evaluated the assets acquired and increased its investment in such subsidiary and reduced the purchase price allocated 
to film inventories by an amount equivalent to the net gain arising from the aforementioned sale. Accordingly, the 
consolidated balance sheet as of June 30, 1967 has been restated to show the revised allocations. 


(c) Effective October 1, 1967, the 80% owned subsidiary of the company acquired all the outstanding capital stock 
of Atlantic Recording Corporation and affiliated companies for $4,500,000 in cash, $3,000,000 principal amount of 
unsecured notes and 66,225 Common Shares of the company (issued on January 3, 1968 at a stated value of $35.625 
per share). Under the terms of the purchase agreement, the acquiring subsidiary may be required to make additional 
payments up to a maximum of $7,560,000 based upon the acquired companies’ net after tax earnings (as defined) during 
prescribed period to December 31, 1976. The company believes that the additional payments will be made and accordingly 
has included such amounts in the recorded purchase price of the Atlantic companies. The excess ($14,667,000) of cost 
of the investment in the Atlantic companies over the underlying book value at acquisition has been allocated to music 
copyrights, artists contracts and distribution rights and is being amortized’on a straight-line basis over a ten-year period 
from the date of acquisition. The operations of the acquired companies have been included in the statement of consolidated 
operations from the effective acquisition date. 

(d) The accounts of companies arising in currencies other than United States dollars have been converted to United 
States dollars as follows: assets and liabilities substantially at current rates of exchange; principal fixed assets and Common 
Shares at exchange rate prevailing at the various dates of acquisition and issuance; and income and expenses substantially 
at average exchange rates for the period. 

Net assets located in territories other than the United States and Canada are included in the consolidated balance 
sheet as follows: 


Amount 
(000 Omitted) 
September 28, June 30, 
1968 1968 
Current assets (including film productions in release; completed, not 
released; and film rights for television aggregating $17,072 at June 
30, 1968 and $20,995 at September 28, 1968) ................. $31,394 $27,365 
Otherjassets a Set ator certs tee re sho ee coe een vee 3,761 6,822 
‘Rotaltiassets trace. clacee cee eee eee el ois Si ene Shey ils; 34,187 
Girrent: liabilitiesst. 3. recensione eee $ 5,621 $ 4,672 
Other ita bilities Becceetie tone re Moe eee hed Silo. aioe roe ee 2,905 1,698 
mhotaliliabilitiesimta tetera se rte icles ad eee 8,526 6,370 
Nets assets ai... sete repetec erie ae a lana ee $26,629 $27,817 


Net assets in countries with severe exchange restrictions are excluded from the above summary and the consolidated 
financial statements. Intercompany balances have also been excluded from the above summary. 


[6] 


NOTES TO FINANCIAL STATEMENTS (Continued) 
(Stated in U.S. dollars and rounded to nearest thousand) 


(e) For financial statement purposes, television film exhibition licenses and related expenses are included in income 
upon execution of the contract and, in the case of network licenses, upon the delivery of prints and related materials at 
the request of the networks. 


(f) It is the company’s practice to close its books for interim reporting purposes on the last Saturday of each quarter year. 


(2) INVENTORIES: 


(a) Film rights for television. This caption on the consolidated balance sheet includes (i) a portion of the cost of 
released film productions which is allocated to television exhibition based upon the net income expected to be derived 
therefrom and (ii) exclusive licenses acquired by the companies to distribute certain feature motion pictures for television 
exhibition, a substantial number of which expire from 1973 through 1997. 


(b) Film amortization. The cost applicable to both the theatrical and television release of each film production is 
amortized on a basis designed to provide annual amortization charges in the proportion that each year’s actual theatrical 
and television income bears to management’s estimate of the total income that will be realized from each of such sources. 
Such estimates are continually reviewed by management and are revised, if warranted. 


(c) Interest. Interest charges incurred with respect to film productions are capitalized until the companies release 
such films for exhibition. 


(d) Film productions are not usually entirely liquidated within one year; however, it is the practice of this industry to 
include them among current assets. 
(3) FIXED ASSETS: 


Depreciation and amortization of fixed assets is provided over estimated useful lives on a straight-line basis at the 
following rates per annum: 


Buildings and building improvements....................008- 2% to 25% per annum 
Equipment, 1ucnitune amd fXCUleSseetewete welt eerie orale stele) sistevetansr> 5% to 3344 % per annum 
Leasehold improvements............... life of lease or improvement, whichever is less 


(4) LIABILITY UNDER CREDIT AGREEMENTS: 


(a) The credit agreement with banks, as amended and restated on June 28, 1968, provides that fixed borrowings 
thereunder ($26,937,000 at June 30, 1968 and $24,030,000 at September 28, 1968) by a subsidiary of the company 
(guaranteed by the parent company) bear interest at an annual rate of 12 of 1% above the agent bank’s prime commercial 
rate (7% on January 31, 1969). On July 1, 1968, a repayment of $1,737,500 was made using the proceeds of an installment 
of like amount received from a television station licensee. The loan is repayable in quarterly installments of $1,175,000 
with the remaining unpaid principal balance becoming due on September 30, 1973. 


In addition to the foregoing, the credit agreement also permits the subsidiary to borrow, exclusively for financing 
motion picture investments, up to $52,000,000 (guaranteed by the parent company) from time to time prior to September 
1, 1970, under a revolving credit arrangement subject to certain limitations. Borrowings ($23,250,000 at June 30, 1968 
and $23,750,000 at September 28, 1968) under this arrangement bear interest at the rate of 9% of 1% (% of 1% for all 
borrowings prior to March 1, 1968) above the agent bank’s prime commercial rate (7% on January 31, 1969), plus a 
commitment fee of 14 of 1% on the unused available borrowings. Minimum monthly payments are required to be made 
either from 100% of the producer’s share derived from distribution of each financed motion picture or the scheduled 
monthly installment amounts prescribed by the agreement, whichever is greater. The current portion $10,200,000 at 
June 30, 1968 and $12,400,000 at September 28, 1968, of the liability relating to the revolving credit arrangement at 
June 30, 1968 is equivalent to the amounts expected to be repaid within one year. 


The credit agreement, as amended and restated, is secured by the pledge of (i) all present and future notes and accounts 
receivable of the company and certain subsidiaries; (ii) all right, title and interest in and to present and future completed 
motion pictures and rights relating thereto; and (iii) the capital stock of the principal subsidiaries of the company. 


The agreement also contains various restrictions including minimum working capital requirements, limitations on 
borrowings and making of guarantees, restrictions with respect to certain investments and limitations on the payment of 
cash dividends on the common shares of the company. Based on the provisions of the agreement, retained earnings of 
$3,550,000 at June 30, 1968 and $4,433,000 at September 28, 1968, are not restricted. 


(b) In June 1968, a subsidiary agreed to enter into a “Eurodollar Loan Agreement” with certain banks (as permitted 
under the credit agreement with banks) under which it may borrow up to $5,000,000 (to be guaranteed by the parent 
company) from time to time during the period June 28, 1968 to July 10, 1971. The loans, which will be repayable in full 
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NOTES TO FINANCIAL STATEMENTS (Continued) 
(Stated in U.S. dollars and rounded to nearest thousand) 


not later than October 10, 1971, will bear interest at 34 of 1% above the rates at which Eurodollar deposits of a like 
amount (as defined in the agreement) are offered by the lenders under certain conditions. In addition, the subsidiary is 
to pay a commitment fee of 4% of 1% per annum on the daily unused portion of the commitment. As of September 28, 
1968, no borrowings were outstanding under the agreement. 


G) 5% SUBORDINATED NOTES PAYABLE DUE ANNUALLY TO 1969: 


This indebtedness, of which $550,000 was repaid in September 1968 and $460,000 is repayable in September 1969, 
is subordinated to the liability under the credit agreement with banks (note 4). In connection with the original loan of 
$2,000,000, the company issued to the lenders warrants for the purchase of an aggregate of 128,887 common shares of 
the company (note 10c). 


(6) 6% CONVERTIBLE SUBORDINATED DEBENTURES, DUE 1976: 


The debentures are convertible at the option of the holders at any time after one year from the issuance date (or if 
called for redemption, up to and including the fifth business day prior to the redemption date) into Common Shares at a 
price of $21.00 per share, subject to adjustments as defined in the indenture. The debentures are redeemable at the option 
of the company, on not less than thirty days’ notice nor more than sixty days prior to the redemption date, as a whole or 
from time to time in part after November 20, 1969 at 103%2% of the principal amount thereof, and at decreasing prices 
thereafter, together with accrued interest to the redemption date. The debentures are unsecured and are subordinated 
in the same manner as the 5% convertible debentures (see note 7). 


Annual sinking fund payments from 1970 through 1975 of $1,200,000 (subject to amendment by the Board of Directors 
and the consent of the holders of not less than a majority of the principal amount of the debentures outstanding) are 
required to retire 60% of the issue prior to maturity. The company receives credit against such sinking fund payments 
for the principal amount of debentures converted. As of June 30, 1968 and September 28, 1968, 571,428 Common Shares 
were reserved for conversion of the debentures (see note 10d) 


(7) 5% CONVERTIBLE SUBORDINATED DEBENTURES, DUE 1988: 


The debentures are (a) unsecured, (b) guaranteed as to payment by the principal subsidiary of the company, (c) sub- 
ordinated to the liability under credit agreements (note 4) and certain other indebtedness as defined in the indenture, and 
(d) convertible into Common Shares of the company at a price of $33.00 per share, subject to adjustment under a formula 
in certain events. The debentures are redeemable at any time after June 30, 1970, at the company’s option, as a whole 
or from time to time in part at 104% % of the principal amount thereof on or before June 30, 1971, and at decreasing 
prices thereafter, together with accrued interest to the date fixed for redemption. 


Sinking fund payments on or prior to September 15 in each year, commencing in 1978, are required in an amount 
sufficient to retire by redemption, on the next succeeding day at the principal amount thereof, 7.5% of principal amount 
of debentures outstanding as of July 1, immediately preceding the date of the required sinking fund payment. At its 
option, the company may credit against any required sinking fund payment the principal amount of debentures previously 
converted and the principal amount of debentures acquired or redeemed by it (other than with required sinking fund 
payments) or called for redemption. 


The indenture provides, among other matters, certain restrictions as to the declaration and payment of dividends 
(except in Common Shares) which are less restrictive than the provisions of the credit agreement with the banks (note 4a). 


During the year ended June 30, 1968 and three months ended September 28, 1968, debentures in the face amount of 
$145,000 and $261,000, were converted into 4,375 and 7,924 Common Shares, respectively. As of June 30, 1968 there 
were 1,018,689 Common Shares, and as of September 28, 1968 there were 1,010,765 Common Shares, reserved for 
conversion (note 10d). 


(8) TAXES ON INCOME: 


The provision for taxes on income includes Canadian and United States Federal and other income taxes. A subsidiary 
company is not subject to taxes on income. 


The manner in which the companies report income and amortization for financial statement purposes differs from 
that used for income tax purposes. Deferred taxes on income represent principally taxes applicable to profit arising from 
television exhibition contracts included in income for financial statement purposes, but not yet reported as income for tax 
purposes. For the year ended June 30, 1968 and the three months ended September 28, 1968 approximately $4,441,000 and 
$1,780,000, respectively, of the provision for taxes on income is deferred. That portion of deferred taxes applicable to 
accounts receivable included in current assets, has been classified as a current liability together with amounts expected to 
be currently payable. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 
(Stated in U.S. dollars and rounded to nearest thousand) 


The Federal income tax returns of certain United States subsidiaries filed through the fiscal year ended June 30, 1966 
have been examined by the Internal Revenue Service, and an additional liability, which was not material, arising therefrom 
was paid. U.S. Federal income tax returns of the former Warner Bros. Pictures, Inc. and subsidiaries for the fiscal years 
ended August 31, 1958 through 1964 are currently under examination by the Internal Revenue Service. The company 
believes that adequate provision has been made for all income taxes, except that no provision has been made for taxes 
which would be withheld in the United States in the event accumulated undistributed earnings of the United States 
subsidiaries were paid to the parent company as dividends, inasmuch as the payment of such dividends is not presently 
contemplated. Further, income taxes are not finally determined until examined by the appropriate taxing authorities. 


(9) CAPITAL STOCK: 


The following changes in issued Common Shares occurred during the year ended June 30, 1968 and the three months 
ended September 28, 1968: 


Stated values 
Number 
of shares Canadian U.S. 
issued dollars dollars 
"Amount at June 30) 1967)... yc. cee eee ew eset meet e scenes 316735025 $60,211,000 $56,292,000 
Conversion of 5% Convertible Subordinated Debentures, due 1988 (note 7) 4,375 155,000 145,000 
Exercise on October 3, 1967 of 64,444 warrants to purchase a like number 
of Common Shares at $11 per share (note 10c) .........-++++-+++-> 64,444 762,000 709,000 
Issuance of 66,225 Common Shares in connection with the purchase of 
Atlantic Recording Corporation and affiliated companies (note Ic) .... 66,225 2,542,000 2,359,000 
Amount at June 30, 1968 ..........-e ec eee seer esc te eee seceetees 3,808,569 $63,670,000 $59,505,000 
Conversion of 5% Convertible Subordinated Debentures, due 1988 (note 7) 7,924 281,000 261,000 
Amount at September 28, 1968 ....---. 0 esse cere reese terre er serees 3,816,493 $63,951,000 $59,766,000 


The Canadian and U. S. dollar stated value applicable to transactions affecting Common Shares have been computed 
on the basis of the rates of exchange prevailing at the dates of issuance. 


(10) CAPITAL STOCK COMMITMENTS: 


(a) Stock Options: On January 16, 1968, the shareholders approved the adoption of a new 1967 key employees’ 
qualified stock option plan under which 200,000 Common Shares were reserved for the granting of options to officers and 
key employees at prices not less than 100% of the fair market value thereof on the date of the grant. Options on 25,000 
shares previously granted under the 1960 key employees’ stock option plan are outstanding as of September 28, 1968; 
however, the reservation of shares available for granting additional options (61,250, including 20,000 terminated in May 
1968) under the 1960 plan was terminated upon adoption of the new plan. 


Following is a summary of changes during the year ended June 30, 1968 and the three months ended September 28, 
1968 in stock options issued pursuant to the employees’ stock option plans: 


Option No of 

price shares 
Balance at July 1, 1967 ......0ccccccsccrcoeeerscesncnnseweesee Si Os25 25,000 
Add options granted during year .....---sessereereeerercrecrees 28.00-39.625 190,550 
215,550 
Deduct options terminated during year .....-+-++++eereeeeerreees 39.625 20,000 
Balance atJune 30, 1968 ......-. sees eect e teen tees nee eccce $20.25-36.75 195,550 
Add options granted during three-month period ........--+.++e+e> 44.75 15,900 
211,450 
Deduct options terminated during three-month period ............-- _36.25-3 6.75 29,200 
Balance at September 28, 1968 .....---seeeersrreessessrtsreeee $20.25-44.75 182,250 


Options with respect to 16,667 Common Shares were exercisable at June 30, 1968 and September 28, 1968. Options 
with respect to 113,166 and 52,417 Common Shares become exercisable in 1969 and 1970, respectively. 

As of September 28, 1968, there were 42,750 shares available for the granting of additional options under the terms 
of the new 1967 employees’ stock option plan. 
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NOTES TO FINANCIAL STATEMENTS (Continued) 
(Stated in U.S. dollars and rounded to nearest thousand) 


(b) Restricted Stock Plan. The Board of Directors on May 16, 1968 (as amended on November 21, 1968) adopted, 
subject to shareholders approval, an Executive Employee Restricted Stock Plan, covering a maximum of 275,000 Common 
Shares which may be allotted to eligible employees of the Company and its subsidiaries at $21 per share. The shares 
acquired would be restricted for a limited period as to sale, assignment, pledge, transfer or other hypothecation, as defined 
in the Plan. The Plan may be further amended by the board of Directors prior to submission to shareholders and 
thereafter as provided in the Plan. 

Employment agreements entered into with certain officers of the company and subsidiaries, provide for such 
executives to participate in the Plan. 

(c) Warrants, In connection with a loan to the company (note 5), the company issued warrants evidencing the 
right to purchase an aggregate of 128,887 Common Shares of the company, exercisable for a period of five years at a 
purchase price of $11.00 per share. On October 3, 1967, warrants to purchase 64,444 Common Shares were exercised. 

(d) Other. At June 30, 1968 and September 28, 1968, the company has reserved for issuance 571,428 Common 
Shares at a price up to $21.00 per share in respect of the 6% Convertible Subordinated Debentures and 1,018,689 shares 
at June 30, 1968 and 1,010,765 shares at September 28, 1968 at a price up to $33.00 per share in respect of the 5% 
Convertible Subordinated Debentures (see notes 6 and 7). 


(11) EARNINGS PER SHARE: 

Earnings per share have been computed based upon the weighted average number of shares outstanding. Earnings 
per share on a fully diluted basis have been computed based upon the weighted average number of shares that would 
have been outstanding assuming the conversion and exercise of convertible debentures, stock options and warrants. 
Adjustments for debenture interest and reduction of interest expense which would have resulted from the receipt of cash 
upon the exercise of the options and warrants, net of applicable taxes on income, have been made. 


(12) CONTINGENT LIABILITIES AND COMMITMENTS: 

In the ordinary course of business, the companies enter into commitments with respect to the acquisition of properties 
and other matters. Pending legal proceedings against the companies not covered by insurance or other indemnity are 
limited to routine litigation incidental to the business of the companies, certain stockholders’ derivative actions and 
anti-trust suits. The companies have denied liability with respect to all such actions and while the ultimate result is not 
determinable at this time, it is believed that the companies have meritorious defenses thereto and that the sums which 
may be paid to satisfy such actions will not be material in relation to the consolidated shareholders’ equity. 


(13) PENSION PLAN: 

The company maintains a noncontributory pension plan covering eligible employees of the company and its sub- 
sidiaries, including certain employees in countries other than the United States and Canada. The total pension expense 
for the year ended June 30, 1968 and three months ended September 28, 1968 was $309,000 and $85,000, respectively, 
which includes amortization of past service cost over a period of thirty years. The company’s policy is to fund pension 
cost accrued. The unfunded service cost amounted to approximately $1,140,000 at June 30, 1968, the latest date such 
amount was determined. 


(144) SUBSEQUENT EVENTS: 
(a) On November 21, 1968, the Board of Directors of the company approved: 
(i) the adoption, subject to shareholder approval, of a Profit Sharing Plan for eligible employees of the company’s 
motion picture production and distribution operations; and 
(ii) the declaration of a dividend of 25¢ per Common Share which was paid on January 6, 1969 to shareholders 
of record on December 10, 1968. 
(b) On January 31, 1969 the Board of Directors of the company designated a committee to study and report on two 
offers which have been made to acquire the company and other offers that may eventuate later. 


(15) INFORMATION REQUIRED UNDER THE CORPORATIONS ACT (ONTARIO) 

UNDER WHICH THE COMPANY IS INCORPORATED: 

(a) The acquisition of the Warner Bros. assets and business was given effect to as of June 30, 1967 and accordingly 
the statements of consolidated operations, consolidated retained earnings and consolidated source and application of 
funds of the company and its subsidiaries for the year then ended did not reflect the operations of Warner Bros. prior to 
that date. These statements are not presented at this time as, in the opinion of management, they would not provide a 
meaningful comparison with the related statements for the year ended June 30, 1968 which include the operations of the 
Warner Bros. business. 

(b) Aggregate direct remuneration of $995,000 for the fiscal year ended June 30, 1968 and $245,000 for the three 
months ended Steptember 28, 1968 was paid or payable by the company and its subsidiaries to directors and senior 
officers (as defined). 

(c) During the year ended June 30, 1968, loans aggregating $402,000 were made by a subsidiary to a director of 
which $353,000 was outstanding at June 30, 1968 and $351,000 was outstanding at September 28, 1968. 
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Warner Bros.-Seven Arts Limited 
Financial Highlights 


(In Thousands) 


Year Ended Fiscal Period 
June 30, 1968 1967 


Net Sales: 3 $198,257 $143,971* 
Net Earnings 2. 10,104 2,053 7 
Earnings pel share")... f 2.68 33 * 
Shacenbicers EQUIV. 5. 87,266 74,901 
srarenorers Equity per Share 6. ee; 22.91 20.39 


*Represents an arithmetical compilation of the consolidated operations of Seven Arts Productions Limited for the year 
ended June 30, 1967 and of Warner Bros. Pictures, Inc. for the ten months ended June 30, 1967 adjusted to conform 
certain accounting principles to those employed by Seven Arts and to reflect pro forma adjustments arising from the 


acquisition. 
**Earnings per share are computed on the average number of shares outstanding during the period. Earnings per share 
on a fully diluted basis were $2.06 in 1968 and $.79 in 1967. 


To Our Shareholders: 


Warner Bros.-Seven Arts Limited completed its first full year 
of operations on June 30, 1968, and | am pleased to report 
that the year was highly profitable. The figures presented 

in this report measure the degree of success achieved in 
financial terms. However, the bare statistics alone are 
unable to convey the full extent of progress made in the 
single year since Seven Arts Productions Limited 

combined with Warner Bros. Pictures, Inc., and adopted 

its present name. 


In making the transition from two companies to the joint 
enterprise, management faced the problem of bringing 
about the combination and integration in the shortest 
possible time with the least possible dislocation. | can 
happily report that we have solved the problem and 
accomplished our objective. As a result, Warner Bros.- 
Seven Arts is now an entity that is strong, united and 
functioning smoothly. 


In this report, we have set forth the theme, “W7 Fills All 
Your Leisure Time.” 


The rapid increase in leisure time for people in the United 
States and throughout the world is creating an increased 
demand for entertainment*and for education. Warner Bros.- 
Seven Arts is equipped and determined to meet this 
growing demand now and in the years ahead with increasing 
activities in motion pictures, television, records, music- 
publishing and theatrical productions. We are also actively 
exploring new media and new methods to offer people 
enjoyable and productive ways to spend their free time. 


MOTION PICTURES 


Warner Bros.-Seven Arts has made important strides 
forward in developing a program that involves more than 
100 major motion picture productions that are now in 
distribution, completed and awaiting release, before the 
cameras or in preparation for future filming. The list of our 
film properties, carried elsewhere in this report, reveals a 
balanced assortment with appeal to the varied tastes of the 
world audience. Included are many of the most important 
current motion pictures and some of the most eagerly 
anticipated films of coming seasons. 


Of foremost significance in the development of this 
program has been the reactivation of the Warner Bros.- 
Seven Arts Studios in Burbank, California. During the past 
year we have transformed the nearly dormant 102-acre 
Studios into a productive and profitable facility. An 
important innovation in this operation has been the leasing 
of studio facilities to independent producers when they are 
not being used fully for our own productions and we are 


happy to report that a number of outside companies have 
already rented space under this program. 


TELEVISION 


We have been active in all aspects of television both in the 
domestic and the foreign market. During fiscal 1968, we 
supplied the television networks in the United States with 
more than 185 hours of programming, including Feature 
Films, Series, Specials and Cartoons. Our television 
operations simultaneously involve the distribution of 
Features, Series, Specials and Cartoons from our extensive 
library to individual stations in the U.S., Canada and other 
countries around the world, as well as the development, 
production and acquisition of new programming product. 


RECORDS 


Warner Bros.-Seven Arts Records registered new advances 
during the past year, taking an ever-increasing share of 
the steadily growing record market with many hits released 
under the Warner Bros.-Seven Arts, Reprise and Loma 
labels. Among the company’s big best-sellers were Petula 
Clark’s single, “l Couldn’t Live Without Your Love,” Tiny 
Tim’s “Tiptoe Through the Tulips” and Mason Williams’ 
“Classical Gas,” along with the Jimi Hendrix album, 
“Electric Lady Love,” and “God Bless Tiny Tim.” 


Atlantic Records, our newest subsidiary, achieved new 
highs in sales and earnings since joining the Warner Bros.- 
Seven Arts family on October 1, 1967. During the year, 
Atlantic’s succession of best-sellers further established the 
company as a leader in the rhythm and blues, jazz and 
rock fields. Atlantic’s top sellers included Aretha Franklin, 
with a million-copy single, “| Say a Little Prayer,” anda 
million-dollar album, “Lady Soul”; The Rascals, with their 
million-copy single, ‘‘People Got to Be Free,” and their 
million-dollar album, “The Rascals Greatest Hits,” and 
Cream, with the million-copy single, “Sunshine of Your 
Love,” and the million-dollar album, “Wheels of Fire.” 


MUSIC-PUBLISHING 


Warner Bros.-Seven Arts Music, a recognized leader in the 
music-publishing field, is a source of increasing revenues 
from ASCAP, BMI and mechanical royalties, as well as from 
the publication and sale of individual songs and song books 
by many of the most popular composers and writers of the 
present and of the recent past. Among the big-selling 

song books of the year were the Peter, Paul & Mary DeLuxe 
Guitar Book and Bob Dylan’s Song Book, while sheet music 
sales of three long-time hits—“Tiptoe Through the Tulips,” 
Cole Porter’s “Anything Goes” and George Gershwin’s 

“lye Got Rhythm’”—zoomed upward as a result of popular 
new recordings. 


ADDITIONAL ACTIVITIES 


Among the many other endeavors of Warner Bros.-Seven 
Arts are: 


Distribution of films to non-theatrical outlets, including 
airplanes and ships, armed services, schools and colleges 
and an expanding range of markets. 


Licensed merchandising of various titles, characters and 
other properties associated with Warner Bros.-Seven Arts 
product. 


Participation in the development, financing and production 
of worthy plays on the Broadway stage and off-Broadway. 


Acquisition of theatres outside the United States. 


Continued study of the application of the company’s 
product to the educational field and continued efforts with 
respect to the acquisition of companies engaged in the 
educational field. 


Development of new techniques of record manufacturing 
and marketing. 


Continued research into marketing of films to world-wide 
industrial complexes. 


Continued research into other existing and potential media 
for the constructive use of leisure time. 


OUTLOOK 


The achievement of our current level of organization and 
activity is a tribute to the efforts of our employees in all 
subsidiaries, divisions and departments. In this connection, 
special thanks should be accorded to our president, 

Benj. Kalmenson, for his leadership in all areas in which 
our company is involved. 


The past year has been a significant one for your company, 
not only because of the success achieved but because this 
success indicates that a new and strengthened company 
has vigorously met the challenge of today and can face the 
future with well-founded optimism. With our shareholders’ 
continued interest and support, we look forward to new 
achievements and progress in the years ahead. 


Respectfully submitted, 


al 
Eliot Hyman 
November 1, 1968 Chairman 
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Motion Pictures 


The vigorous performance of Warner Bros.-Seven Arts in 
its first year of combined operations is impressively 
reflected in the scope and strength of its motion picture 
program, developed against a background of increased 
public interest in films and heightened competition for the 
world-wide audience. Not only is the number of people 
who see films increasing, but the desire to view them is 
greater than ever, with 85 percent of Americans recently 
polled saying they ‘would like to go to the movies more 
often.” Of particular significance is the film interest of the 
under-25 age group, which now constitutes more than 
half the U.S. audience. 


In this large and varied market for theatrical films, Warner 
Bros.-Seven Arts has 28 new motion pictures in 
distribution or completed and awaiting release. An 
additional 14 features are in production at the studio or on 
location. Sixty-seven more properties are in preparation. 


The production program, directed by Kenneth Hyman, 
presents many first-rank boxoffice stars in films fashioned 
by some of the world’s foremost producers, directors and 


writers. A number of these creative artists have multiple 
commitments with Warner Bros.-Seven Arts, thus assuring 
a continuing flow of quality features. 


At the same time, Kenneth Hyman has introduced an 
“open door” policy toward new and young talents, 
encouraging innovation and experimentation. 
Considerable success, at the boxoffice and with the critics, _ 
has been achieved by the first three films made under this 
program—‘“Rachel, Rachel,” Paul Newman’s initial 
directing effort; “The Heart Is a Lonely Hunter,” based on 
the unique and penetrating Carson McCullers novel, and 
the contemporary comedy, “Il Love You, Alice B. Toklas!” 


The product schedule emphasizes broad appeal to general 
audiences, while attracting large segments of the 
moviegoing public with specialized films. These features 
span the whole entertainment spectrum, from lavish 
musicals and adventure dramas to adaptations of 
Broadway stage successes and million-copy best-sellers. 


Intensive and alert promotion through all communications 
media is combined with energetic salesmanship by the 
distribution force to realize the full market potential of 
these films throughout the world. 


*Motion Pictures 


In Distribution 
or Awaiting Release 


FINIAN’S RAINBOW Starring Fred Astaire, Petula Clark, 
Tommy Steele. Screenplay by E. Y. Harburg and Fred 
Saidy. Lyrics by E. Y. Harburg. Music by Burton Lane. 
Produced by Joseph Landon. Directed by Francis Ford 
Coppola. From the Broadway play, book by E. Y. Harburg 
and Fred Saidy. 


BULLITT Starring Steve McQueen, Robert Vaughn, 
Jacqueline Bisset. Screenplay by Alan R. Trustman and 
Harry Kleiner. Produced by Philip D’Antoni. Directed by 
Peter Yates. Executive producer, Robert E. Relyea. 

From Robert L. Pike’s novel, ‘Mute Witness.” 


THE GREEN BERETS Starring John Wayne, David 
Janssen, Jim Hutton. Screenplay by James Lee Barrett. 
Produced by Michael Wayne. Directed by John Wayne 
and Ray Kellogg. From Robin Moore’s novel. 


THE MADWOMAN OF CHAILLOT Starring Katharine 
-Hepburn, Danny Kaye, Yul Brynner, Giulietta Masina, 
Donald Pleasence, Charles Boyer, John Gavin, Paul 
Henreid, Richard Chamberlain, Dame Edith Evans, 
Margaret Leighton, Oscar Homolka, Claude Dauphin, 
Nanette Newman. Screenplay by Edward Anhalt. 
Produced by Ely A. Landau. Directed by Bryan Forbes. 
Based on a play by Jean Giradoux, adapted from the 
French by Maurice Valency. 


* All filmed in color 


CAMELOT Starring Richard Harris, Vanessa Redgrave, 
Franco Nero, David Hemmings. Screenplay and lyrics by 
Alan Jay Lerner. Music by Frederick Loewe. Produced by 
Jack L. Warner. Directed by Joshua Logan. Based on the 
play, ‘Camelot,’ book and lyrics by Alan Jay Lerner, 

from “The Once and Future King,” by T. H. White. 


BONNIE AND CLYDE Starring Warren Beatty, Faye 
Dunaway. Screenplay by Robert Benton and David 
Newman. Produced by Warren Beatty. Directed by 
Arthur Penn. 


THEY CAME TO ROB LAS VEGAS Starring Elke 
Sommer, Lee J. Cobb, Jack Palance, Gary Lockwood. 
Screenplay by A. Isasi, J. Eisinger, L. Comeron and J. Illa. 
Directed by Antonio Isasi. Executive producer, 

Nat Wachsberger. 


THE HEART IS A LONELY HUNTER Starring Alan Arkin, 
Sondra Locke. Screenplay by Thomas C. Ryan. Produced 
by Thomas C. Ryan and Marc Merson. Directed by Robert 
Ellis Miller. Executive producer, Joel Freeman. 

From Carson McCullers’ novel. 


| LOVE YOU, ALICE B. TOKLAS! Starring Peter Sellers, 
Leigh Taylor-Young, Jo Van Fleet. Original screenplay by 
Paul Mazursky and Larry Tucker. Produced by Charles 
Maguire. Directed by Hy Averback. Executive producers, 
Paul Mazursky and Larry Tucker. 


THE ILLUSTRATED MAN Starring Rod Steiger, Claire 
Bloom. Screenplay by Howard B. Kreitsek. Produced by 
Ted Mann and Howard B. Kreitsek. Directed by Jack 
Smight. From Ray Bradbury’s stories. 


PETULIA Starring Julie Christie, George C. Scott, 
Richard Chamberlain, Shirley Knight, Joseph Cotten. 
Screenplay by Lawrence B. Marcus. Produced by 
Raymond Wagner. Directed by Richard Lester. 

From John Haase’s novel. 


RACHEL, RACHEL Starring Joanne Woodward, James 
Olson, Estelle Parsons. Screenplay by Stewart Stern. 
Produced and directed by Paul Newman. From Margaret 
Laurence’s novel, ‘“‘A Jest of God.” 


THE SERGEANT Starring Rod Steiger, John Phillip Law, 
Ludmila Mikael. Screenplay by Dennis Murphy from his 
novel. Produced by Richard Goldstone. Directed by 
John Flynn. A Robert Wise Production. 


THE RAIN PEOPLE Starring Shirley Knight, James Caan. 
Original screenplay by Francis Ford Coppola. Produced 
by Ron Colby, Bart Patton. Directed by Francis 

Ford Coppola. 


THE CATS Starring Rita Hayworth, Claudine Auger, 
Margaret Lee. Screenplay by Mario di Nardo. Produced 
by Turi Vasile. Directed by Duccio Tessari. 


THE WILD BUNCH Starring William Holden, Ernest 
Borgnine, Robert Ryan, Edmond O’Brien. Screenplay by 
Sam Peckinpah and Walon Green from a story by 

Walon Green and Roy N. Sickner. Produced by 

Phil Feldman. Directed by Sam Peckinpah. 


ASSIGNMENT TO KILL Starring Patrick O’Neal, Sir John 
Gielgud, Herbert Lom, Joan Hackett. Screenplay by 
Sheldon Reynolds. Produced by William Conrad. 
Directed by Sheldon Reynolds. 


THE CHASTITY BELT Starring Tony Curtis, Monica Vitti. 
Screenplay by Luigi Magni and Larry Gelbart. Produced 
by Francesco Mazzei. Directed by Pasquale Festa 
Campanile. 


DRACULA HAS RISEN FROM THE GRAVE Starring 
Christopher Lee, Veronica Carlson. Screenplay by John 
Elder. Produced by Aida Young. Directed by 

Freddie Francis. 


GREAT CATHERINE Starring Peter O’Toole, Zero 
Mostel, Jeanne Moreau, Jack Hawkins, Akim Tamiroff. 
Screenplay by Hugh Leonard. Produced by Jules Buck. 
Directed by Gordon Flemyng. From George Bernard 
Shaw’s play. 


THE PICASSO SUMMER Starring Albert Finney, Yvette 
Mimieux. Screenplay by Ray Bradbury from his own 
story. Produced by Bruce P. Campbell and Wes 
Herschensohn. Directed by Serge Bourguignon. 
Executive producer, Roy Silver. 


THE GIRL ON A MOTORCYCLE Starring Marianne 
Faithful, Alain Delon. Screenplay by Ronald Duncan. 
Produced by William Sassoon. Directed by Jack Cardiff. 
Executive producer, Ronan O’Rahilly. From the novel, 
“La Motorcyclette,” by Andre Pieyre de Mandiargues. 


THE VALLEY—WHERE TIME STOOD STILL Starring 
James Franciscus, Gila Golan, Richard Carlson. 
Screenplay by William E. Bast. Produced by Charles H. 
Schneer. Directed by James O’Connolly. 


THE BIG CUBE Starring Lana Turner, George Chakiris, 
Richard Egan. Screenplay by William Douglas Lansford 
from a story by Tito Davison and Edmundo Baez. 
Produced by Lindsley Parsons. Directed by Tito Davison. 


2000 YEARS LATER Starring Terry-Thomas, Edward 
Everett Horton, with Pat Harrington, Rudi Gernreich, 
Monti Rock III and others. Written, produced and 
directed by Bert Tenzer. 


SWEET BODY OF DEBORAH Starring Carroll Baker, 
Jean Sorel. Screenplay, Ernesto Gastaldi. Director, 
Romolo Guerrieri. 


THE TRYGON FACTOR Starring Stewart Granger, 
Robert Morley, Catherine Nesbitt, Susan Hampshire. 
Screenplay by Derry Quinn, Stanley Munro. Produced by 
Brian Taylor. Directed by Cyril Frankel. 


SEVEN GOLDEN MEN Starring Rossana Podesta, 
Phitippe Leroy. Written, produced and directed by 
Mario Vacario. 


In Production 


THE ARRANGEMENT Starring Kirk Douglas, Faye 
Dunaway, Deborah Kerr, Richard Boone. Produced and 
directed by Elia Kazan. Screenplay by Elia Kazan 

based on his novel. 


THE BIG BOUNCE Starring Ryan O’Neal, Leigh 
Taylor-Young, Van Heflin, James Daly, Lee Grant. 
Screenplay by Robert Dozier. Produced by William Dozier. 
Directed by Alex March. From Elmore Leonard’s novel. 


TWO TIMES TWO Starring Gene Wilder, Victor Spinetti, 
Ewa Aulin, Hugh Griffith. Screenplay by Fred Freeman 
and Lawrence J. Cohen. Produced by Norman Lear and 
Bud Yorkin. Directed by Bud Yorkin. From Norman 
Lear’s original story. 


THE SEA GULL Starring Vanessa Redgrave, James 
Mason, Simone Signoret, David Warner. Translation by 
Moura Budberg. Produced and directed by Sidney 
Lumet. Based on the play by Anton Chekhov. 


TSCHAIKOVSKY Starring Innokenti Smoktunovsky with 
the Bolshoi Ballet. Produced by Dimitri Tiomkin. 
Directed by Igor Talankin. Screenplay by D. Myetalnikov, 
Yuri Naghibin, Igor Talankin. 


PERFORMANCE Starring Mick Jagger, James Fox. 
Screenplay by Donald Cammell based on his novel. 

Produced by Sanford Lieberson. Directed by Donald 
Cammell and Nicolas Roeg. 


THE GOOD GUYS AND THE BAD GUYS Starring Robert 
Mitchum, George Kennedy, Martin Balsam. Original 
screenplay by Ronald M. Cohen and Dennis Shryack. 
Produced by Ronald M. Cohen, Dennis Shryack. Directed 
by Burt Kennedy. Executive producer, Robert Goldstein. 


THE GREAT BANK ROBBERY Starring Zero Mostel, Kim 
Novak, Clint Walker. Screenplay by William Peter Blatty. 
Produced by Malcolm Stuart. Directed by Hy Averback. 
From Frank O’Rourke’s novel. 


CROOKS AND CORONETS Starring Telly Savalas, 
Warren Oates, Dame Edith Evans. Original screenplay by 
Jim O’Connolly. Produced by Herman Cohen. 

Directed by Jim O’Connolly. 


THE LEARNING TREE Starring Kyle Johnson. Written, 
produced and directed by Gordon Parks. Executive 
producer, William Conrad. 


SUDDEN DEATH Starring Caro! Lynley, Paul Burke, 
Martha Hyer. Screenplay by Norman Katkov and Mann 
Rubin. Produced by Robert Goldsmith. Directed by Robert 
Sparr. Suggested by a novel by Patricia Highsmith. 


WHEN THE DINOSAURS RULED THE EARTH Starring 
Victoria Vetri. Producer, Aida Young. Director, 
Val Guest. 


LAETITIA Starring Giulliano Gemma, Bibi Andersson. 
Producer, Turi Vasile. Director, Florestano Vancini. 


JEFF Starring Alain Delon, Mireille Darc. Producer, 
Alain Delon. Director, Jean Herman. 


In Preparation 


THE APPLE TREE Screenplay, Penelope Mortimer. 
Based on John Galsworthy’s short story. 


THE BAWDY BARD Screenplay, Anthony Burgess. 
Executive producer, William Conrad. Director, Joseph L. 
Mankiewicz. Based on an original idea by William Conrad. 


THE BIG BROKERS Screenplay, Joel Oliansky and Mann 
Rubin. Producer, Robert Goldstein. Based on 
Irving Shulman’s novel. 


CHOICE CUTS Screenplay, Robert Benton and David 
Newman. Executive producer, Walter MacEwen. Based 
on the novel by Pierre Boileau and Thomas Narcejac. 


THE DIAMOND STORY Screenplay by David Chantler. 
Based on an original idea by Kenneth Hyman. Director, 
Sam Peckinpah. Producer, Phil Feldman. 


ACT OF ANGER Screenplay, Peter Fields. Producer- 
director, Edward Dmytryk. From the novel by Bart Spicer. 


THE CHARCOAL HORSE Screenplay by David 
Goodman. Based on the novel by Edward Loomis. 


DOWNSTAIRS AT RAMSEY’S Screenplay by Steven 
Gethers. Producer-director, Mervyn LeRoy. Based 
on James Leigh’s novel. 


THE FRONTIERSMEN Screenplay, Nunnally Johnson. 
Producer, Jack L. Warner. Based on a novel by 
Allan Eckert. 


GEORGE SAND Screenplay, Pau! Durst. Producer, 
Sheldon Reynolds. 


GOD SAVE THE MARK Producers, Campbell-Silver- 
Cosby. Novel by Donald Westlake. 


THE GREAT COWBOY RACE Producers, David Wolper, 
_ Jerry Adler. Based on a story by Jack Shaefer. 


GOOD TIMES, BAD TIMES Screenplay, Robert and 
Jane-Howard Carrington. Producer-director, Robert 
Mulligan. Based on a novel by James Kirkwood. 


ISOLATION Screenplay by Pauline Macaulay. Producer, 
Sheldon Reynolds. Based on a novel by Jerry 
Peterkiewicz. 


THE MAN WHO WOULD BE KING Screenplay, Anthony 
Veiller. Producer-director, Martin Ritt. Based on 
Rudyard Kipling’s novel. 


MORE THAN HUMAN Producers, Campbell-Silver- 
Cosby. Novel by Theodore Sturgen. 


FRANKENSTEIN MUST BE DESTROYED Producer, 
Anthony Nelson Keys. Director, Terence Fisher. 


MOON ZERO TWO Original science-fiction drama. 


99 AND 44/100% DEAD Original screenplay, Robert 
Dillon. Producers, Dan Davis, Andrew Kuehn. Director, 
Sidney Lumet. 


NORTH TO YESTERDAY Producer, Phil Feldman. 
Based on Robert L. Flynn’s novel. 


PLEASURE Screenplay by Alfred Hayes. Producer, 
Hal E. Chester. 


THE PHYNX Screenplay by Stan Cornyn based on an 
original idea by producers Bob Booker and George Foster. 


RABBIT, RUN Screenplay, Howard B. Kreitsek. 
Producers, Jack Smight and Howard B. Kreitsek. 
Director, Jack Smight. Based on John Updike’s novel. 


RETURN OF THE BOOMERANG. Screenplay, 

T.E. B. Clarke, Richard Fielder. Executive producer, 
Steve Broidy. Producer, Lou Edelman. Director, Philip 
Leacock. Story by Lou Edelman, Lowell Barrington. 


RIVER OF BLOOD Screenplay, Jack Curtis. Producer, 
Hal E. Chester. Based on an original story by 
Jessica Benson. 


SCUBA DUBA Screenplay by Nunnally Johnson. 
Producer, lvor David Balding. Executive producer, 
Robert Goldstein. Based on the original stage play by 
Bruce Jay Friedman. 


THE SENTRIES Screenplay by Robert Dozier and Ned 
Young. Producer, James T. Aubrey. Based on Evan 
Hunter’s novel. 


SHADY BABY Screenplay, Jerome Kass. Producer, 
Philip D'Antoni. Original story by Richard Guttman. 


THE THIRTEEN CLOCKS Screenplay, A J Carothers. 
Music and lyrics, Richard M. Sherman and Robert B. 
Sherman. Producer, Mervyn LeRoy. Based on the book 
by James Thurber. 


SEVEN DESCENTS OF MYRTLE Screenplay by Gore 
Vidal. Director, Sidney Lumet. From the play by 
Tennessee Williams. 


THX 1138 4EB Director, screenplay, George Lucas. 
Executive producer, Francis Ford Coppola. Based on 
George Lucas’ original short subject. 


THE WELL OF LONELINESS Screenplay by Robert 
Dozier. Producer, William Dozier. Based on Radclyffe 
Hall’s novel. 


WHICH WAY TO THE FRONT? Original screenplay, 
Lester Colodny and Richard Bakalyan. 


MAME Film version of the Broadway musical hit. 


ABODE OF LOVE Producer, Edward Schreiber. 
Based on a novel by Aubrey Menen. 


AMOROUS GHOST Screenplay by Jerry Ludwig. 
Producer, Arthur Canton. Based on a novel by 
Pierre Bessand-Massenet. 


CHAMPION OF THE WORLD Producer, screenplay, 
Herb Sargent. Based on a novella by Roald Dahl. 


DAYS OF COURAGE Screenplay, Robert L. Joseph. 
Producer, Sandy Howard. Based on an original idea 
by Sandy Howard. 


ENDERBY Novel and screenplay, Anthony Burgess. 
Producer, John Bryan. 


JOURNEY INTO HELL Screenplay, William Bruckner. 
Producer, William Conrad. 


LEMONADE SQUAD Screenplay by Michael Marmer. 
Original story by George Clayton Johnson. 
Producer, Henry Saperstein. 


LA VIDA & DOWN THESE MEAN STREETS Screenplay, 
Budd Schulberg. An Elia Kazan-Budd Schulberg 
Production. Producer, Charles Maguire. Director, Elia 
Kazan. Based on novels by Oscar Lewis and Piri Thomas. 


THE MAN WHO INVENTED A WIFE Original screenplay, 
Lawrence B. Marcus. Producer, Raymond Wagner. 
Director, Irvin Kershner. 


SAND SOLDIERS Screenplay, Gerald Gaiser. 


MURDER AT SMUTTY NOSE Anthology by Edmond 
Pearson. 


ONE Screenplay by David Karp based on his novel. 
Producer, Phil Feldman. 


PARADISE Screenplay by Edna O’Brien based on 
her short story. 


KILLER INSIDE ME Screenplay, Ed Waters. Producer, 
William Dozier. Co-producer, Stan Shpetner. Based on 
a novel by Jim Thompson. 


THE PLAY’S THE THING Screenplay, Robert Benton and 


David Newman. Producers, Bud Yorkin and Norman Lear. 


Director, Bud Yorkin. Based on Ferenc Molnar’s play. 


PROFESSOR DESCENDING Novel by Ramona 
Stewart. 


THE PROXY Original screenplay, Edward Adler. 
Producer, Mace Neufeld. 


STANYAN STREET AND OTHER SORROWS Screenplay 
and music by Rod McKuen based on his book of poetry. 
Producer, Rod McKuen. 


SEXTET Screenplay, Leonard Spigelgass. Producer, 
James T. Aubrey. Based on a story and play by Mae West. 


TROG Original screenplay, Peter Bryan and John Gilling. 
Producer, Herman Cohen. 


YES | CAN Starring Sammy Davis, Jr. Screenplay, Jane 
and Burt Boyar. Producer, William Miles. Based on the 
book by Jane and Burt Boyar and Sammy Davis, Jr. 


THE BALLAD OF CABLE HOGUE Screenplay, Gordon 
Dawson and Sam Peckinpah. Co-producers, Sam 
Peckinpah, William Faralla. Director, Sam Peckinpah. 
Executive producer, Phil Feldman. Original story by 
Edmund Penney and John Crawford. 


SONORA Original screenplay, Joseph Landon. 
Producer, Joseph Landon. 


TOM SAWYER Screenplay and music, Robert B. 
Sherman and Richard M. Sherman. Co-producers, Joel 
Freeman, DePatie-Freleng. Based on Mark Twain’s novel. 


THE LYNCHING OF ELIZABETH TAYLOR Screenplay, 
Edward Chodorov. Producers, Jack Cushingham, 
Edward Chodorov. Based on an original by Jean Williams. 


LIONS THREE: CHRISTIANS NOTHING Screenplay, 
David Z. Goodman. Producer, Zev Braun. Based ona 
novel by Ann Borowik. 


THE HIT MAN Screenplay, Norman Jolley. Producer, 
Arthur Canton. Based on an original story by 
Robert Flood. 


HERE COMES MR. JORDAN Starring Bill Cosby. 
Producers, Campbell-Silver-Cosby. 


SHAME, SHAME ON THE JOHNSON BOYS Producer, 
Bob Merrill. Executive producer, Phil Feldman. Based on 
a novel by Joel Oliansky. 


HELL Original screenplay, Robert Benton and David 
Newman. Producer-director, Joseph L. Mankiewicz. 


THE LONELY PASSION OF JUDITH HEARNE Starring 
Deborah Kerr. A Jerome Hellman-lIrvin Kershner Produc- 
tion. Director, Irvin Kershner. 


ROMAN JOY Producer, Gabriel Katzka. 


RED SUN Starring Toshiro Mifune. Producer, Ted 
Richmond. 


NOTE: Changes in this schedule may occur with either the addition 
or elimination of certain properties and talent. 
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Simone Signoret James Mason Vanessa Redgrave David Warner 


FINIAN’S RAINBOW: Fred Astaire, Petula Clark and 
Tommy Steele lead the singing, dancing and all-around 
fun in the rousing musical that is the big roadshow 
attraction of the new motion picture season. 
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| LOVE YOU, ALICE B. TOKLAS! Leigh Taylor-Young Peter Sellers 


RACHEL, RACHEL 
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THE ILLUSTRATED MAN Rod Steiger 


THE HEART IS A LONELY HUNTER Sondra Locke Alan Arkin 


THE GIRL ON A MOTORCYCLE 


Marianne Faithfull 


THE BIG BOUNCE Leigh Taylor-Young 


Helen Fraser Donald Sutherland Gene Wilder Ewa Aulin 


TWO TIMES TWO 


THE CATS GiullianoGemma_ Claudine Auger 


PERFORMANCE 


Mick Jagger 


THE RAIN PEOPLE James Caan _ Shirley Knight 


THE PICASSO SUMMER 


Peter O'Toole Jeanne Moreau 


THEY CAME TO ROB LAS VEGAS 


Gary Lockwood Elke Sommer 
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4 THE GOOD GUYS AND THE BAD GUYS : Robert Mitchum 


THE GREAT BANK ROBBERY 


Kim Novak Zero Mostel 
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THE WILD BUNCH Bo Hopkins Jaimie Sanchez Ernest Borgnine William Holden Tap Canutt Ben Johnson 
Rayford Barnes Warren Oates 


THE ARRANGEMENT : ves ee | , 


CAMELOT Richard Harris Vanessa Redgrave THE FOX Anne Heywood Sandy Dennis 
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ynner Danny Kaye Katharine Hepburn Géiulietta Masina Margaret Leighton Dame Edith Evans Claude Dauphin Richard Chamberlain 
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Warner Bros.-Seven Arts International, its subsidiaries and 
agencies distribute the company’s motion pictures to 
theatres and carry on other business operations through- 
out the world outside the United States and Canada. 


Among the many national markets in which Warner Bros.- 
Seven Arts International is in business are those listed on 
this page below, indicating the size and complexity of 

the company’s far-flung distribution activities. 


The world market for theatrical films, comprising some 
130,000 theatres outside the U.S. and Canada, provides a 
consistent and growing source of revenue for Warner 


Bros.-Seven Arts. 


The company also owns or operates theatres in England, 


Motion Peru and India and is planning to acquire others. 
Pictures Donen setter : ae 

n London, the company is redesigning and reconstructing 
World its large Warner Theatre into an ultra-modern “twin 
Distribution theatre” operation. 


RESTAURAR 


ALGERIA GAMBIA JAPAN PORTUGAL 
ARUBA & CURACAO GERMANY LEBANON PUERTO RICO 
ARGENTINA GHANA LIBERIA SIERRA LEONE 
AUSTRALIA GREAT BRITAIN MALAYSIA SINGAPORE 
AUSTRIA GREECE MEXICO SOUTH AFRICA 
BELGIUM GUYANA MOROCCO SPAIN 

BRAZIL HOLLAND NEW ZEALAND SWEDEN 
CHILE HONG KONG NIGERIA SWITZERLAND 
COLOMBIA INDIA NORWAY THAILAND 
DENMARK ISRAEL PAKISTAN TRINIDAD B.W.I. 
DOMINICAN REPUBLIC ITALY PANAMA TUNISIA 
EGYPT PERU URUGUAY 
FINLAND PHILIPPINES VENEZUELA 
FORMOSA VIET-NAM 


FRANCE 


Television 


The Warner Bros.-Seven Arts Television Division, headed 
by Donald E. Klauber, is active in all phases of TV 
operations—including new program development and 
world-wide marketing of feature films, series, specials, 
cartoons and short subjects—and the company’s 
extensive television library is being afforded significant, 
new revenue potential by the accelerating global 

growth of the TV industry. 


In the domestic market, recent requirements that 
television sets be equipped to receive ultra-high 
frequency signals have resulted in an increase in the 
number of UHF-TV stations in the United States. This, 
in turn, has resulted in increased demand for 
television films. 


The international television market outside the United 
States is growing rapidly on a vast scale, as seen in the 
dramatic increase in the number of sets from 95 million 
in 1965 to 140 million in 1968. Major territories such 
as Australia, Japan, Mexico, the United Kingdom and 

a number of small nations in Europe and Latin America 
have all reflected the great and still growing popularity 
of feature motion pictures on television. Color TV 
transmission is also becoming a factor in Europe, 

Latin America and the Far East. Television stations in 
the United Kingdom, West Germany, Japan and most 
recently France are now transmitting regular 
programming in color. Your company distributes one 
of the world’s largest film libraries in this steadily 
expanding global market. 


Against this encouraging statistical background, the 
company is taking all steps to participate wholly and 
strongly in the industry’s future. 


Domestic Television Sales 


NETWORK 


During the past fiscal year, Warner Bros.-Seven Arts 
supplied more than 185 hours of programming to the 
ABC, CBS and NBC television networks. 


Included were 31 motion pictures, produced by and/or 
licensed by the company, which had a total of 45 
prime-time network runs. Twenty of these runs were 
over the facilities of ABC-TV, 19 on CBS-TV and six on 
NBC-TV. The company’s motion pictures were among 
the highest rated of the 1967-68 network season. 
“Splendor in the Grass,” “The Second Time Around,” 
“What a Way To Go!,” “Spencer’s Mountain,” 
“Whatever Happened to Baby Jane?” and “Days of 
Wine and Roses” won higher than a 25 rating anda 
40% share of audience. Further, “PT 109” (in its 
second network run) and “Palm Springs Weekend” also 
scored more than a 40% share of audience. 


In addition to motion pictures, your company was also 
represented on network television with three program 
series: “The FBI” (Sundays, 8:00-9:00 P.M., ET) and 
“The Bugs Bunny Show” (Sundays, 10:30-11:00 A.M., 
ET) on ABC.TV, and “The Road Runner Show” 
(Saturdays, 1:30-2:00 P.M., ET) on CBS-TV. 


And, the fourth consecutive Christmas season colorcast 
of “The Nutcracker” will be presented on the CBS 
Television Network, December 20, 1968, 7:30-8:30 
P.M. (ET), sponsored by Connecticut General Life 
Insurance Co. This acclaimed production of the classic 
Tschaikovsky ballet, starring Edward Villella, Melissa 
Hayden, Patricia McBride and a celebrated international 
cast, also stars Eddie Albert as host-narrator. 


UNITED STATES AND CANADIAN DISTRIBUTION OF 
FEATURE FILMS TO LOCAL TV STATIONS 


During the past fiscal year, your company released 

a total of 106 feature films for distribution to local 
stations, including Volume 13 (30 first-run off-network 
features), Starlite 1 and Starlite 2. 


Additionally, Warner Bros. One and Warner Bros. Two 
were continued in distribution as Volumes 1-A and 2-A 
together with other previously released motion pictures, 
including: Volumes 1 through 12, The Charlie Ghan 
Film Festival (21 features), “The Fast 23,” “99 Film 
Favorites” and various other movies. 


Currently in the United States, Warner Bros.-Seven Arts 
has in release 1,002 feature films, in addition to 

116 titles presently licensed to the networks which will 
be available for future distribution to local TV stations. 
In Canada, your company is distributing 2,034 feature 
films, including 461 titles available in French. 

(Figures as of June 30, 1968.) 


Representative examples of trade advertisements for 
many of these features, as well as the company’s 

TV series, specials and cartoons now in distribution, are 
highlighted here. 


- UNITED STATES AND CANADIAN DISTRIBUTION 


OF SERIES, SPECIALS AND CARTOONS 
TO LOCAL TV STATIONS 


Beyond its feature film library in current release to local 
television stations, the company also has in distribution in 
the United States 22 series (a total of 1,401 programs), 
13 TV Specials and 330 cartoons. Further, in Canada, the 
company has in distribution 27 series (a total of 1,819 
programs), 15 TV Specials and 801 cartoons. 


- COAST-TO-COAST 
‘TV PROGRESS REPORT: 
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ALL FIRST-RUN OFF NETWORK 
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NOW AVAILABLE IN SELECTED MARKETS 


WARNER BROS.-SEVEN ARTS 


NEW YORK : CHIGAGO - DALLAS : LOS ANGELES 


O STAR-STUDDED FEATURES 46 BLOCKBUSTER FEATURES 


6 IN COLOR) (34 IN COLOR) 
cluding: including: 


NOW AVAILABLE IN SELECTED MARKETS 


WARNER BROS.-SEVEN ARTS 


NEW YORK - CHICAGO - DALLAS - LOS ANGELES - TORONTO 


_ One and feature films must receive major credit 


Why KGMB-TV, Honolulu, has bought 
760 “Films of the 50’s and 60’s” 
(400 in color) including Volumes 
1-A, 2-A,1, 2, 3, 7, 8, 9,10,11,12 & 


“KGMB-TV was a weak third in the Honolulu 
market in 1965. Today, we are a strong Number 


for our success. Warner Bros.-Seven Arts’ ‘Films 
of the 50's and 60's’have been indispensable 
in programming our 


highlighted by Prime Time Double Features on 
Monday and Saturday.. 


And, our Charlie Chan Film Festival, Saturday 


evenings at 11:30 P.M., has also been a great 
hit and is commercially S. R.0.”" 


Cecil “Cec” Heftel 
President and 
General Manager, KGMB-TV 
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WARNER BROS.-SEVEN ARTS 

NEW YORK: 200 Park Avenue + (212) 986-1717 

CHICAGO: 550 West Jackson Bivd. + (312) 372-8089. 

DALLAS: 508 Park Avenue > (214) 747-9925 

LOS ANGELES: 291 S. La Cienega Blvd., Beverly Hills « (213) 657-1771 


47 GREAT TELEVISION MOVIES 


VOLUME 2-A: 


22 BLOCKBUSTERS 
(13 IN COLOR) 


VOLUME 1-A: 
25 BLOCKBUSTERS 
(17 IN COLOR) 
including: including: 


CASH McCALL THE BRAMBLE BUSH 
THE DARK AT THETOP OF THE STAIRS THE CASTILIAN 

THE HANGING TREE A FEVER IN THE BLOOD 
ICE PALACE A MAJORITY OF ONE 


LOOK BACK IN ANGER MARY, MARY 

THE NUN’S STORY MERRILL'S MARAUDERS 
RIO BRAVO OCEAN'S 11 

THE SUNDOWNERS. PARRISH 


THE YOUNG PHILADELPHIANS 
THE FBI STORY 


ROME ADVENTURE 
SUNRISE AT CAMPOBELLO 
NOW AVAILABLE IN SELECTED MARKETS 


Warner Bros.-Seven Arts “Films of the 50’s and 60’s” 
«-. television's finest entertainment and an 
extraordinarily profitable feature film investment. 


WARNER BROS.-SEVEN ARTS 
NEW YORK « CHICAGO - DALLAS - LOS ANGELES - TORONTO 
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: BOSTON SYMPHONY MAN IN SPACE 
be pt sk = ORCHESTRA 2 6 one-hour TV SPACE SPECIALS 
ae eure Bs Hl ee heats o Pete : "26 one-hour TV CONCERT depron doce 

‘ SPECIALS featuring conductors eaOUBhOss £ 
Erich Leinsdort, Charles Munch, Scan the-cioperation af ‘the 
William Steinberg, Richard United States Air Force and NASA. 
Burgin, Aaron Copland. 
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NOW AVAILABLE IN SELECTED MARKETS. 


WARNER BROS.-SEVEN ARTS 
NEW YORK + CHICAGO » DALLAS + LOS ANGELES « TORONTO 


WARNER BROS.-SEVEN ARTS | 
EO Os, » : ‘ NEW YORK:+ CHICAGO = DALLAS « LOS ANGELES « TORONTO: rates 
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Goons 


Bronco 
(68 Hours) 


Cheyenne 
(107 Hou rs) 


The Dakotas Maverick 
(19 Hours) (124 Hours) 

“Dramatic Westerns have always been program- 
ming winners for WHIS-TV. Therefore, it makes 
good commercial sense for us to continue this 
successful format in our new 


“CHEYENNE THEATRE’ 


Mon.-Fri./5:00-6:00 P.M. 


which will Premiere in September, ACTION 
means audience in this market, and Warner 


Bros.-Seven Arts’ powerful one-hour Western 
strip is all ACTION!” 


John Shott 
Ee General Manager, WHIS-TV 
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Look for your favorites in the extraordinary feature film library 
of television entertainment from Warner Bros.-Seven Arts: 


‘An outstanding television library of quatity temily entertainment, 2,034 feature Tims (322 in color) trom 
Warner 810s., 20th Century-Fox. Universal, and other major studing inctuding the largest selection of color 
programming made zrailable tor television. 461 titles available in French (288 in color). 


FROM WARNER BROS. 21 CHARLIE CHAN FEATURES: Direct trom THE 

Vols. 1, 2, 3: 114 Features ($1 color) OF MODERN ART Film Festival (March 4:17, 1968), 

Vol. §:45 Features. (15 colar) ADDITIONAL WARNER BROS.-SEVEN ARTS FEATURES: 
Warner Bros. “One”: 25 Features (17 color) 788 . 

Warsier Broe.*“Two"S 14 Festuites (10 csior) 3 rade. ercorn = 58 eitstanting proccss © each. ps op 
Werner Bros, “Three”: 23 Features (izcoien _W*NMY Toup Of 12 prime attractions. (23 color) 


Werner Bros. “Four' 30 Features (18 color) 4X6 JONN WAYNE FEATURES: Fast-moving Western Action. 
FROM 20TH CENTURY-FOX THE FAST 23: Conodian content action Jestures 


Vol. 4: 40 Features (21 color) 26 SPECTACULARS: Lote reinaive action productions (25 coler) 
Vol. 7: 45 Features (19 color) 68 ASSOCIATED BRITISH-PATHE PRODUCTIONS: Canadian 
Vol, 8: 39 Features (20 color) Content numbers assigned. (B color) 
Val. 10. 33 Features (29 covwr) 48 BOWERY BOYS FEATURES: Popular tomily fun coe-hour programs. 
Vel 12 65 Fetus cca) pm Montieth tn Ae tsa 
Starlite 1°38 Features (22 color) ‘Some have Canadian conteat numbers. ( calor) 
‘Storie Hi: 49 Features (37 color) SPECULS: 
WARNER BROS.-SEVEN ARTS Phe exten Dive) 22ers YoMUREE A any oe don 
NEW YORK: 200 Park Avenue = (212) 986-1717 Vol 9: 216 Features (109 color) ‘8 PENDENNIS PICTURES: British top attrections— Canadian contest. 
CHICAGO: 550 West Jackson Bivd. « (312) 372-8089 z 
DALLAS: 508 Park Avonue « (214) 747-9925 BROS.-SEVEN ARTS 
LOS ANGELES: 291 S. La Cienega Bivd., Beverly Hills = (213) 657-1771 \eapbei 1 


Write, wire of pone: '.K. (Bill) Mayer > 11 Adetahde St W., Toronto 1, Ontario = M 4-7193 
TORONTO, ONTARIO: 11 Adelaide St. West - (416) 364-7193 


p77 Sunset Strip. 


© OUT OF THE INKWELL WARNER BROS, 
CARTOONS: 


54 VERY SPECIAL ‘PROGRAMS and 801 VERY POPULAR CARTOONS 
TV SPECIALS: 


Warner Bros,-Seven Arts presents 16 one-hour series and 8 half-hour 
CARTOONS: 


$eries...over hssadl hours of Incomparable television Programming. 


5 MISTER ROBERTS. 
NIGHT TRAIN 
NO TIME FOR SERGEANTS. - 
THE ROARING 20° 
<ROOM: FOR ONE MORE 


ATWO-HOUR). (DAMN YANKEES: Phil Silvers and Lee Remick top the 
_ cei stan cast of tis new teleusion sanptation ot Ne 
= original Broudway musical comedy hit, Color, 
(ONE-HOUR) Raston SYMPHONY ORCHESTRA: 26. TV Concert 


RNIN Soles 6 FV Space sien Sata: 
Blinc adi aacespett panera mae 
“THE TIME OF THEIR LIVES: Traditions of 
wocuandin Fall oe . ee 
ae AI EL Sf 

5 KI neta nce DANGERS ANDS ee 


BOSTON SYMPHONY AT TANGLEWOOD ess 

sient its famous "summer home,” Calcr. 
GREAT CHARLIE CHAN: CBS-TV Ward Premiere 

Forecast: SOD TOU PN ‘Septembey 17, 1968. 


“QHALE-HOUR) THE PROFESSIONALS: 13 exclosive sions of ton 


130 JOMNNY CYPHER IN DIMENSION ZERO: 


“Color edventuros sper enarned sath cance 
22 suspense: 
337 WARNER BROS. CARTOONS: Bugs Bonny, 
_Datty Oucx and Foghorn Legtiora are among the 
“Aber characters, 301.40 Color, Availahie In French 


234 POPEYE CARTOONS: Pooisiar Popeye with 
Olive OV}, Wimpy-and Swee® Pes, 114 in Calor, 
Availublo in Fronen. 

100 OUT-OF THE INKWELL CARTOONS: Koko. 
Kosoout, Monitor. Kokatte, cheated by, 

Max Fielecher, Teaturing nilanous voice 
<chatacteruaations of tary Stucch: te Color. 


‘pro-sporte stars. Color. Ri se 5 
‘THE SDCDAY WAR: fs Winton! documentary of 1967 WARNER BROS.- 
Micdie East cont SEVEN ARTS 
> BIG NIGHT OUT: foc mae sing me ene is was 
WARNER BROS.-SEVEN ARTS _ a pase Si 


Toronto 1, Ontario: + EMpire 4.7192 
= Vi Adelaide Stroat Wost, Taranto. au Ontario EMpire 4.7193) % 5 


GREAT NETWORK TELEVISION MOTION PICTURE 
ENTERTAINMENT FROM WARNER BROS.-SEVEN ARTS 


OVER 70 HOURS OF PRIME TIME IN THE 1967-68 SEASON 
TITLE - DAY DATE NETWORK TITLE 


“TAKE HER, SHE'S MINE WEDNESDAY —-9/6/67. SPLENDOR IN THE GRASS 
WHATEVER HAPPENED TO BABY JANE? SUNDAY 10/1/67 SPENCER'S MOUNTAIN 
THE MARRIAGE-GO-ROUND WEDNESDAY 10/18/67 CRITIC'S CHOICE 

=LEOPARD SUNDAY _ 11/5/67 RAMPAGE f 

“THE BIG GAMBLE ~ WEDNESDAY 12/20/67 DAYS OF WINE AND ROSES 
THE BIG SHOW SUNDAY 12/24/67 PALM SPRINGS WEEKEND 
CONDEMNED OF ALTONA © WEDNESDAY 2/14/68 *PT 109 
FLAME OVER INDIA SUNDAY 2/25/68 WALL OF NOISE 

“*WHATEVER HAPPENED TO BABY JANE? - “SUNDAY 3/17/68 PORTRAIT OF A MOBSTER 
*THE MARRIAGE-GO-ROUND WEDNESDAY — 3/27/68 *THE MUSIC MAN — Part! 
*THE BIG SHOW SUNDAY 4/21/68 *THE MUSIC MAN — Part II 

- "THE LEOPARD SUNDAY 5/12/68 *ISLAND.OF LOVE 


: s : *SPENCER’S MOUNTAIN - 
WHAT A WAY TO GO! SATURDAY 9/16/67 *THE SINS OF RACHEL CADE 
THE SECOND TIME AROUND TUESDAY 10/3/67 *RAMPAGE 
HEMINGWAY'S ADVENTURES OF A YOUNG MAN SATURDAY 11/18/67 ~ *DAYS OF WINE AND ROSES 
WHAT A WAY TO GO! SATURDAY 3/16/68 *CRITIC’S CHOICE 
THE SECOND TIME AROUND TUESDAY 3/19/68 *WALL OF NOISE 
“THE LION TUESDAY 4/16/68 5 : 


DATE 


10/12/67 
40/13/67 
10/26/67 
10/27/67 
14/2/67. 
14/10/67 
14/23/67 
12/15/67 
12/29/67 
1/4/68 
1/5/68. 
1/26/68 
2/29/68 
3/8/68 
5/2/68 
5/3/68 


DAY 


THURSDAY 
FRIDAY 
THURSDAY 
FRIDAY 
THURSDAY 
FRIDAY 
THURSDAY 
FRIDAY 
FRIDAY 
THURSDAY 
FRIDA’ 
FRIDAY | 
THURSDAY 
FRIDAY 
THURSDAY 
FRIDAY 
_ FRIDAY. 6/10/68 
' THURSDAY 5/16/68 
“Second telecast 


-TO BE CONTINUED 


1) BROS.-SEVEN ARTS (snoon': Stoney ’- Toxo. mexico city » NASSAU 


International TV Sales 


To accommodate the current total of 117 foreign. 
television markets, Warner Bros.-Seven Arts international 
sales operations are divided into three basic territories: 
United Kingdom, Europe, Africa and the Middle East; 
Australia, New Zealand and the Far East; 

and Latin America. In addition to sales offices in 

London, Sydney, Tokyo, Mexico City and Nassau, the — 
Company also has television sales representatives in . 
Paris, Rome, Barcelona and Lisbon. 


Outside the United States and Canada, Warner Bros.- 
Seven Arts has in television distribution 1,924 motion 
pictures, 31 television series, 24 TV Specials, 

420 cartoons and 48 short subjects. 


Many of these features and programs are dubbed 
or sub-titled into the language of the country 
in which they are being sold. 


Network 
Programming 


and | = 


Development 


As of June 30 this year, your company had three weekly 
program series on network television: “The FBI” and 
“The Bugs Bunny Show” on ABC-TV and “The Road 
Runner Show” on CBS-TV. Effective September 14, 
1968, Bugs Bunny moved to the CBS Television 
Network as co-star of “The Bugs Bunny-Road Runner 
Hour,” colorcast Saturdays from 8:30-9:30 A.M. (ET). 


' Good is 
dj better than | 
} evil because 
| itsnicerm fl 


In the coming year, Warner Bros.-Seven Arts aims to 
increase its network activity with the acquisition of new 
properties which might have valuable network 

series potential. 


In activating these plans, your company has acquired the 
television rights to “Li’l Abner” from cartoonist-creator 
Al Capp and is currently developing a new half-hour 
prime-time television series, in color, for the 1969-70 
network season. “Li’l Abner,” is an internationally 
acclaimed comic-strip, read world-wide daily in over 
1,200 newspapers by some 80 million “Dogpatch, 
U.S.A.” fans of all ages. 


WHAT’S WARNER BROS.-SEVEN ARTS 
DOING NOW 
ABOUT NETWORK TELEVISION? 


THE 
J ROAD RUNNER 
SHOW 


(CBS-TV, 
SATURDAYS, 
1:30-2:00 P.M. 


WARNER BROS.-SEVEN ARTS 
TELEVISION DIVISION 
200 PARK AVENUE - NEW YORK, N.Y. 10017 


NOW...IN COLOR 
ON THE > ABC TELEVISION NETWORK 
SUNDAYS - 8:00-9:00 P.M. (E.T.) 


Boy Scouts of America 


Your company also has secured the exclusive rights to 
produce a network television series, in color, based on 
the history, heritage and international activities of the 
Boy Scouts of America. 


Warner/Reprise Records 


The record industry last year reached its pinnacle, 
according to independent research statistics, rising for 
the first time to an estimated one billion dollars a year in 
retail sales. A burgeoning youth market, continued 
higher incomes and more leisure time were largely 
responsible for the increase. Similarly, all industry 
yardsticks point to the expectation that sales volume will 
continue to rise during this coming year. 


Warner Bros-Seven Arts Records, Inc., was very much a 
substantial factor in this increase, ranking fourth among 
all companies in total industry volume. Under the 
leadership of John K. Maitland, who is now also directing 
all Warner Bros.-Seven Arts music activities except 
Atlantic Records, the company, through the production, 
sales and distribution of the Warner Bros.-Seven Arts, 
Reprise and Loma labels, accounted for an ever-increasing 
share of the market. 


Always a volatile business, this past year saw the demise 
of monaural recordings, and the complete change to an 
all-stereo industry, resulting in the sale of our album 
product at a higher suggested retail list price anda 
commensurate reduction in monaural inventories. 


The company enjoyed substantial sales with hit recordings 
by such great artists as Frank Sinatra, Petula Clark, 

The Association, Dean Martin, Bill Cosby, Peter, Paul 

and Mary, Nancy Sinatra and others, while the 
development of new talent was highlighted by the rise to 
prominence of such stellar names as Tiny Tim, Arlo 
Guthrie, Harpers Bizarre, Jimi Hendrix, Don Rickles 

and the Mothers of Invention. 


The company entered into new non-exclusive agreements 
with the Capitol Record Club and the RCA-Victor Record 
Club last year for the marketing of its albums via mail- 
order techniques throughout the United States. 


An area of growth and profit for the company was the 

recently launched sales and distribution facility, Warner 

Bros.-Seven Arts Records Ltd., of Canada, which in less 
-thana full year of operation, has more than doubled 

our volume throughout Canada. 


The company continues to occupy a strong position in the 
sales and marketing of its records throughout the 
developed nations of the world via licensing agreements 
in all international markets, under the W-7 and 

Reprise labels. 


ORGINAL MONON PICTURE SOUNDIR 


WHIRL DMNARS, 
Haver 


Fedtul? 
Mw Mme Sie 


(Ut 


+h INE. 7 LE 7 % , L,” Gosittone 
c i ¢ “Ae, “s f 
NANCY & LEE gl oa 
a sIyart \ é OR AA 4 
Vf lat OLS) 
yy 


DION WRANCKRS KEENAN WYNN AL FRREMANJ 


BAKDAKA HANCOCK, "TOMMY STEELE 


THE DONO SHASTHA 


y \e Semrecd 
Wl nA 


y A 


BILL COSBY : 
to russell, my brother, whom i slept with 


Atlantic Records 


Over the past year, Atlantic Records has consolidated its 
position as a major force in the industry, specializing in 
the field of rhythm & blues, jazz and rock music. 


Maintaining its steady growth under the direction of 
Ahmet Ertegun, Nesuhi Ertegun and Gerald Wexler (the 
record industry’s “Man of the Year’), Atlantic’s sales 
soared in the first half of 1968, doubling those for the first 
half of 1967, which had been the best year to date. 


During 1967 and 1968, Atlantic has had more 45rpm 
singles and more LP’s on the best-selling charts than any 
other record company. To date this year alone, the 
company has earned six gold records for singles selling a 
million copies or more, and five gold records for albums 
that have had sales of more than $1,000,000. 


The keystone of this success is the outstanding roster of 
artists who perform on the Atlantic label, headed by such 
stars as Aretha Franklin, The Rascals, Cream, Eddie 
Harris, Sam & Dave, Vanilla Fudge, Wilson Pickett, Iron 
Butterfly, Bee Gees and Joe Tex. 


‘Bolstering the established names is an exciting group of 
new artists whose recordings have become best-sellers 
over the past year. Among these are Archie Bell & the 
Drells, The Sweet Inspirations, Jerry Walker and 
The Crazy World of Arthur Brown. 


Additional revenue is derived from Atlantic’s music- 
publishing subsidiaries, Cotillion and Pronto. 
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Music Publishing 


As a result of the reorganization of Warner Bros- 

Seven Arts Music, our music publishing division now owns 
thousands of important copyrights, encompassing 

the entire catalogues of the former Music Publishers 
Holding Corporation and its subsidiaries, Harms, Inc., 
M. Witmark & Sons, Remick Music Corp., and Advanced 
Music Corp., together with its affiliated companies, 

New World Music Corp., Pepamar Music Corp., Shubert 
Music Publishing Corp., and Weill-Brecht-Harms 
Company. In addition, two newly formed companies are 
operated by the division: W-7 Music Corp., an ASCAP 
firm, and Warner-Sevarts Publishing Corp., a BMI firm. 


Under the reorganization, George Lee has assumed the 
responsibility of directing Warner Bros.-Seven Arts Music 
under John K. Maitland’s supervision and has launched 

a new “youth movement” with the aim of signing talented 
young writers and composers in all contemporary 

music fields. 


BONNIE AND CLYDE ET : baa 
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ATIME FOR LOVE 


STUART WHITMAN JANET LEIGH 


During the past year, the company continued to enlarge 
its holdings by publishing the compositions of such 
contemporary popular writers as Lee Hazelwood, Henry 
Mancini, Francis Lai, Lalo Schifrin, Leslie Bricusse, 
Anthony Newley, Charles Strouse, Sammy Cahn, George 
Duning, Johnny Mandel and others. 


The ever-expanding use of copyrighted music on radio and 
television stations and networks, in concerts, auditoriums, 
hotels and wired music systems, under licenses issued by 
the American Society of Composers, Authors and 
Publishers (ASCAP) and Broadcast Music Inc. (BMI) 
augers well for the music publishing division. Significant 
benefits are derived by Warner Bros.-Seven Arts Music 
from the use of its music in live and recorded 
performances, as well as through mechanical revenue 
earned from the sale of recordings, tapes and cassettes. 


Cole Porter 


ete apa IMAI AB HAND OM any 


SONGS OF ROMANCE 


LOVER, COME GACK TO ME 
4UST WE TWO SAVER MOON 


WANTING You 


WORDS AND MUSIC CHORD SYMBOLS INCLUDED 


Tit 
WORLD'S BEST 


MUSIC 
FOR CHRISTMAS 


PARTIAL LIST OF 
SONGWRITERS 
PUBLISHED 

BY WARNER BROS.- 
SEVEN ARTS MUSIC 


Harold Adamson 
David Amram 
Harold Arlen 
Leonard Bernstein 
Bertolt Brecht 
Leslie Bricusse 
Johnny Burke 
Irving Caesar 
Sammy Cahn 
Betty Comden 
Noel Coward 
Buddy DeSylva 
Howard Dietz 
Vernon Duke 
George Duning 
Bob Dylan 

Gus Edwards 
Sammy Fain 
Percy Faith 

Ella Fitzgerald 
Rudolph Frim! 
George Gershwin 
Ira Gershwin 
Adolph Green 
Oscar Hammerstein II 
Otto Harbach 

E. Y. Harburg 
Lorenz Hart 

Lee Hazelwood 
Victor Herbert 

Al Jolson 

Francis Lai 

Frank Loesser 
Henry Mancini 
Johnny Mandel 
Johnny Mercer 
Anthony Newley 
Alex North 

Peter, Paul & Mary 
Cole Porter 
Andre Previn 
Dory Previn 
Richard Rodgers 
Sigmund Romberg 
Harold Rome 
Billy Rose 

Lalo Schifrin 
Arthur Schwartz 
John Philip Sousa 
Max Steiner 
Charles Strouse 
Jule Styne 
Dimitri Tiomkin 
Jimmy Van Heusen 
Franz Waxman 
Kurt Weill 
Vincent Youmans 


Merchandising 


Licensed merchandising is an increasingly fruitful supple- 
ment to the company’s regular promotion of motion 
pictures, television films, music and cartoons. It is alsoa 
growing source of revenue. 


Under this program, licenses are issued to use the titles, 
characters and star names associated with certain Warner 
Bros.-Seven Arts product, in the world-wide retailing of a 
variety of items, ranging from coloring books to auto- 
mobiles. 


Such commitments, encompassing many commodities 
and services marketed in the United States and abroad, 
further popularize the company’s entertainment enter- 
prises through national and local advertising, contests, 
packaging credits and point-of-sale displays. One motion 
picture alone, “Finian’s Rainbow,” is being supported by 
merchandise retailed at more than 80,000 outlets. 


Typical franchise merchandise is illustrated on this page. 
Included are such Warner Bros.-Seven Arts favorites as 
“The Road Runner,” licensed to Chrysler Corp. and others; 
“Bugs Bunny,” licensed to General Foods Corp., Colgate- 
Palmolive Co. and Western Publishing Co.; and “Speedy 
Gonzales,” “Tweety,” “Daffy Duck” and “Porky Pig,” 
licensed to Standard Packaging Corp. 


’ MAGIC EVES 
# 


Non-Theatrical Film Distribution 


Warner Bros.-Seven Arts is increasingly active in the 
distribution of films in the expanding non-theatrical 
market in the United States and around the globe. 


Among the many non-theatrical outlets for Warner Bros.- 
Seven Arts films are airlines, steamships, the U.S. Army 
Motion Picture Service, the U.S. Navy Motion Picture 
Service, the U.S. Armed Forces Radio & TV Service, the 
Office of Economic Opportunity, the Veterans Administra- 
tion, the Department of Health, Education and Welfare, 
other government installations throughout the world, 

the Red Cross, public libraries, independent film libraries 
and educational institutions of all levels. 


Now going into non-theatrical release is a special Concert 
Film Series of Warner Bros.-Seven Arts films, including 
“Othello,” starring Laurence Olivier; “La Boheme,” 
performed by the La Scala Opera Company, the D’Oyle 
Carte production of “The Mikado” and “Behind the 
Scenes at the Royal Ballet.” 


In addition, selected Warner Bros.-Seven Arts releases will 
be made available directly to colleges. 


OTHELLO Sir Laurence Olivier Maggie Smith 


Fills All Your Leisure Time 


Warner Bros.-Seven Arts Limited and Subsidiaries 


Statement of Consolidated Operations 
| Year ended June 30, 1968 with comparative pro forma figures for fiscal 1967 
i (Stated in U. S. Dollars and rounded to nearest thousand) 


1967 

pro forma 

unaudited 

1968 (note la) 

Revenue (note le): Reig rte Sih ina 

Film rental income: 

MAS ALTACE eee resist Stee rea Oae baccce mearim RU TONLNN SCR UCES DearS te TiN eo $ 87,939,000 $ 57,564,000 

ELQVIST Olen ee Wee tera comcleestt se loreh erie thir men RY AUN ty Gadel dna Oa 41,664,000 53,419,000 

RECORG ANG EITIUSIC AINCOME succinic tarcustariero eee tu pacers rote noteue mien so 64,048,000 29,434,000 

COT ME GR PU cake one ene Engr ain ae tiation Mire MLTR ARMAEE Se MaNy Leas bie 4,606,000 3,554,000 


198,257,000 143,971,000 


Cost and expense: 
Amortization of film costs, participations and 


OLHEMmGIneetsCOStS(NOkEs 2b) cisnialeae mostensis ater eeee bate ce when 114,843,000 90,347,000 
Operating. and, generaliiexpensesi iat pe 48,553,000 34,827,000 
IMPCRESTEXIDEMSE Mra hi eaR cnn Wee Hu ile tn Hr fs NY ASM 6,795,000 6,351,000 
Depreciation and amortization of fixed and other non-current 
ASSCESH (HOLES el Craris len tet ier Leiter s eetHTOKdei eed Lata ened, 2,592,000 ~ 1,204,000 


172,783,000 132,729,000 


Earnings before taxes on income and minority interest in 


' net incomerot: subsidiary: COMPANY, saisietzicce Ge eee howe eee eres 25,474,000 11,242,000 
TAXeS GMiMCOMen (MOTE GN iio mnie eh wana Sic HG ATS ies 2a Ue Ria denne Raed 13,600,000 6,846,000 
i Earnings before minority interest in net income of 

SUDSIGIAnY COMPANY laitincvinia souks oigeca shane ees LEON atts Daa NNT) eentaN 11,874,000 4,396,000 
Minority interest in net income of subsidiary company 

CITC eel ci) oaceeNrnes tet Seta sks Leech y your ans 3 pede Heaths er a ak Ca AUR aba gag 1,770,000 1,343,000 
: psi qiteraig 1c Sal ant seh Ok bt ON aay apa PU ear RYN Ay bea tua uA $ 10,104,000 $ 3,053,000 
Netiearnings per Share’ (note 11)° boii. oy a ee eile NURS $2.68 $.83 
h Net earnings per share on a fully diluted basis (note 11) ......... $2.06 $.79 
7 TL) eas 


Statement of Consolidated Retained Earnings 
Year ended June 30, 1968 
(Stated in U.S. Dollars and rounded to nearest thousand) 


Retained earnings at beginning of year .05. 2.2.8 ee eee eee ee ee $ 18,609,000 

IVSUGBIIES Mele hal sia iies jadi es 2 Abe gta obs Old ok WF waka ce Bietae wings Rie oe lee ieee 10,104,000 

28,713,000 

4 Deduct dividend declared—$.25 per share paid July 8, 1968........-.....--..... 952,000 
P Retained earnings at end of year (notes 4a and 7) .........--- eee eee eee eee $ 27,761,000 


See accompanying notes to financial statements. 


Warner Bros.-Seven Arts Limited and Subsidiaries 


Consolidated Balance Sheet 
June 30, 1968 with comparative figures for 1967 
(Stated in U.S. Dollars and rounded to nearest thousand) 


1967 
ASSETS 1968 (note 1b) 
Current assets: 
Cash and: Certificates of eposiiice ins. ts) wee oe en onan’ $ 17,806,000 $ 13,594,000 
Shont-term: icomummerctal paper (a weve aah erkiienm Ooh wel ps 1,487,000 3,494,000 
Notes and accounts receivable, net of allowance 
for doubtfultaccounts: (note 4) tile Sees y) ye alia ier ape een 43,194,000 34,876,000 
Investment in Associated British Picture Corporation 
Bi) cal yt—ro x UsTel toons oN Mn Waatiogenelaten sor M Te ly tials ey gh a _ 22,691,000 
Inventories, not in excess of cost (notes 2 and 4): 
Film productions for theatrical and television exhibition: 
Released: less:'amortization) a1 ieee me eo eee 20,383,000 10,392,000 
Completed,” not’ released sia nieis sat. apace mayen te 39,219,000 15,978,000 
Hr process. sz) pate Gabinete dee ea 9,232,000 31,982,000 
Film rights for television, less amortization ............ 47,453,000 57,290,000 
Rights and. sceparios is ys") voce, aie eee ace eae Pha ea eae 3,280,000 2,200,000 
Other ok Sie Be are peal eS ne ee Ra ee 2,759,000 1,223,000 
Total inventories ais. aaters sper montana AeTeen nas 122,326,000 119,065,000 
Prepaid expensesty) <u aia.icibarat Os meth ss cape amy eee naar 2,382,000 2,810,000 
Total:currentrassetsr wieitn vey japoun bee ge tenese 187,195,000 196,530,000 
Notes and accounts receivable due after one year (note 4) ........ 44 825,000 20,296,000 
Fixed assets, at cost (note 3): 
To RPM aa ela ciee sae cheep nan PAMTR gE nn teh ARC eA cert 17,747,000 17,747,000 
Buildings and building improvements ..................... 11,399,000 11,160,000 
Furniture, equipment and leasehold improvements ........... 6,244,000 5,245,000 
35,390,000 34,152,000 
Less accumulated depreciation and amortization ............. 3,080,000 1,846,000 
32,310,000 32,306,000 
Other assets: 
Music copyrights, artists contracts, and distribution rights, 
at.cost, less amortization: (note: Te) ie oN Ge eee 31,590,000 16,936,000 
Miscellaneous investments, deposits,’etc. .................. 3,432,000 3,884,000 
Excess of cost of net assets and other intangibles acquired 
OVER AMOUITS, BSSTAMEC A ana a eh ere een en ae 10,000,000 10,000,000 


45,022,000 30,820,000 
$309,352,000 $279,952,000 


See accompanying notes to financial statements. 


! 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 


Current maturities of long-term debt (notes 4and 5) ......... 


ESR AnIGOL Mer lOAlS earl tailed uets alemme ectamarrno tel catte 


Accounts payable and accrued liabilities .........-..-.-+-. 


Participations and royalties payable ..............-- 


Advance payments for films, deposits, etc. ...........-+5-- 


Divider Oavable tn le tsa ea arin glak tate bach ss 


MAX ESOT IMGONICN HOLE cent peatan ania ramets eiesten a li Meda aia tai les olen 
PGtalCurrentwiawlllWeS iy ieeasuc) labtne age weetela as 


Long-term debt, less current maturities 
(excluding convertible subordinated debentures): 


Liability under credit agreements—secured (note 4) ....... 
Contractual obligations: payable 2... 0 ..6. 60. e eee es 


5% Subordinated notes due annually to 1969 (note 5) 


Od aYe Rte ke cde eR eo Se OSS oe DURE AP ON APRA PETROS AN PPTL BNE te 


Deferred television network film rentals (note le) .............. 


Dererreditaxes OniInCOMen NOE: Svein kt Gite ce teeellore wt oem bien. uetae 


Convertible subordinated debentures: 


GOL CHEETA GI(HOLE.O) ogee dal as eo esi won diet allen eet naa 
BOG ute AMOLG: 1)! oo ri Go tiens Hee ie he ghee ins HOG e pie ete) av aile maven SiArR 


Minority interest in subsidiary company (notela) .....-------+- 


Shareholders’ equity: 
Capital stock—common shares without par value 
(notes 9 and 10): 
Authorized 10,000,000 shares. 


Issued 3,808,569 in 1968 and 3,673,525in1967........ 


Retained earnings (notes 4a and 7)......-----++++see eee 
Total. shareholders’ equity... 2.2.2... es 


Contingent liabilities and commitments (notes 12, 13 and 14). 


Approved on behalf of the Board: Benj. Kalmenson, Director 
Samuel H. Haims, Director 


1968 


$ 29,998,000 


16,390,000 
25,550,000 
1,327,000 
952,000 


14,207,000 
88,424,000 


33,550,000 
17,969,000 
460,000 


5,841,000 
57,820,000 


16,790,000 
11,070,000 


12,000,000 
33,617,000 


45,617,000 


2,365,000 


59,505,000 
27,761,000 


87,266,000 


$309,352,000_ 


1967 


(note 1b) 


$ 28,691,000 


8,046,000 
16,954,000 
17,259,000 

1,768,000 


18,966,000 


91,684,000 


40,323,000 
14,799,000 
1,010,000 


1,912,000 
58,044,000 


6,629,000 


12,000,000 


33,762,000 
45,762,000 


2,932,000 


56,292,000 
18,609,000 


74,901,000 


$279,952,000 


Warner Bros.-Seven Arts Limited and Subsidiaries : 
Statement of Consolidated Source and Application of Funds 


Year ended June 30, 1968 j 
(Stated in U.S. dollars and rounded to nearest thousand) E 
5 
| 
Source of funds: j 
INGE INCOME MON a Eh OAM Gay rics Sees TA 0 Sica ea Rr PRL er aa $10,104,000 : 
Depreciation and amortization of fixed and other non-current assets charged to income P, 
(notes Ve and? S) io. sie ey DANA so CC ORDAS Cent Tg oe eee ea tear 2,592,000 5, 
Minority interest in net income of subsidiary company (note la) .................. 1,770,000 ‘ 
Increase in deferred taxes:on: incomei(note S)ieg sey wer) hs Le tie any a a eae 4,441,000 . 
Proceeds from exercise of stock purchase warrants (note9) ..................... 709,000 i 
Other—net (including $823,000 of depreciation and amortization charged to film u 
PRODUCTIONS) ily mS La HG Gl Tia sR ON ee a) Nil elt faa ean ate ne eee a 970,000 q 
| 20,586,000 ‘ 
Application of funds: 4 
Dividend: declared: icy cu lita a SiG ie sohn sie eeeg Acosta lt: magnet ian aaRe Sta ame ate 952,000 B 
Acquisition of additional interest in subsidiary company and minority’s share of sub- P 
sidiary’s dividends:(notet Lay int) ea Pasar ae eee naan cate Nr ad a aa 4,200,000 ' 
Net decredse’in long-teriny debt: i cig is 2000 aie i ke me oe ae aT ane aD 224,000 4 
Net increase in notes and accounts receivable due after one year (net of applicable 7 
deferred television network film rentals of $16,790,000).............0.....-20. 7,739,000 a 
Additions to. fined. assets—natig Ula cab ON ine MEN ial nate eile May tl ts Meee led 1,238,000 p 
Additions to music copyrights, artists contracts and distribution rights arising from 4 
acquisition of Atlantic Recording Corporation, net of fair value ($2,359,000) of capital F 

stock issued:in connection) therewith (rote Tehran den ied SMR a ratte 12,308,000 

26,661,000 
Decrease Jin: working capital (Soci cnr iickees aa) eee AL eg ie ene re ea etn aE A aan $ 6,075,000 


See accompanying notes to financial statements. 
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Warner Bros.-Seven Arts Limited and Subsidiaries 


ig Notes to Financial Statements 
‘ ; (Stated in U.S. dollars and rounded to nearest thousand) 


(1) PRINCIPLES OF CONSOLIDATION AND BASIS OF ACCOUNTS: 


(a) The consolidated financial statements for the year ended June 30, 1968 consolidate the 
accounts of all subsidiaries, except for branches of certain subsidiaries operating in foreign 
countries having severe currency restrictions and two minor subsidiaries which are not 
significant. All subsidiaries of the company are wholly-owned, other than one company which 


‘ was 6624% owned and effective October 1, 1967 became 80% owned. The remaining 20% interest 
am in such subsidiary is owned by Frank Sinatra. 

i The unaudited pro forma statement of consolidated operations for fiscal period 1967 is 

4 presented for comparative purposes and represents an arithmetical compilation of the 

bi! consolidated operations of Seven Arts Productions Limited for the year ended June 30, 1967 and 
ay of the former Warner Bros. Pictures, Inc. for the ten months ended June 30, 1967 (the period 


prior to effective acquisition date for which comparable information was available) reclassified 
where necessary to conform with the presentation used by Seven Arts and adjusted (i) to conform 
certain accounting principles to those employed by Seven Arts, and (ii) to include pro forma 
adjustments arising from the acquisition. 


(b) Effective January 31, 1968, a subsidiary (included among the assets acquired from Warner Bros. 
Pictures, Inc. as of June 30, 1967) whose principal asset was an investment in Associated British 
Picture Corporation Limited, was sold for an amount (approximately $22,800,000) which 
exceeded the purchase price originally allocated to the investment in such subsidiary by 
approximately $7,285,000. On the basis of operations subsequent to the date of acquisition, 
the company re-evaluated the assets acquired and increased its investment in such subsidiary 
and reduced the purchase price allocated to film inventories by an amount equivalent to the net 
gain arising from the aforementioned sale. Accordingly, the consolidated balance sheet as of 
June 30, 1967 has been restated to show the revised allocations. 


(c) Effective October 1, 1967, the 80% owned subsidiary of the company acquired all the outstanding 
capital stock of Atlantic Recording Corporation and affiliated companies for $4,500,000 in cash, 
$3,000,000 principal amount of unsecured notes and 66,225 Common Shares of the company 
(issued on January 3, 1968 at a stated value of $35.625 per share). Under the terms of the 
purchase agreement, the acquiring subsidiary may be required to make additional payments up 
to a maximum of $7,560,000 based upon the acquired companies’ net after tax earnings (as 
defined) during prescribed periods to December 31, 1976. The company believes that the 
additional payments will be made and accordingly has included such amounts in the recorded 
purchase price of the Atlantic companies. The excess ($14,667,000) of cost of the investment in 
the Atlantic companies over the underlying book value at acquisition has been allocated to music 
copyrights, artists contracts and distribution rights and is being amortized on a straight-line 
basis over a ten-year period from the date of acquisition. The operations of the acquired 
companies have been included in the statement of consolidated operations from the effective 
acquisition date. 


(d) The accounts of companies arising in currencies other than United States dollars have been 
converted to United States dollars as follows: assets and liabilities substantially at current rates of 
exchange; principal fixed assets and Common Shares at exchange rates prevailing at the various 
dates of acquisition and issuance; and income and expenses substantially at average exchange 


rates for the period. 


Notes to Financial Statements contnuep) 
(Stated in U.S. dollars and rounded to nearest thousand) 


Net assets located in territories other than the United States and Canada are included in the 
consolidated balance sheet as follows: 

Amount 
(O00 omitted) 
Current assets (including film productions in release; completed, not released; 


and film rights for television aggregating $17,072) .................... $27,365 
Other. assetsy es 35) aucyea hls tat ee 8 be hd caf Ree aa ak eee 6,822 
TOtal assets sss CU use AOS ae en aN se Feu cellars aes OO a aA 34,187 
Current. labilities. cc2 wie Ae ei iatig ROE UNS ere et Aa sch ne er $4,672 
Other Habihities scl ein ne eee stk ere A fas ebel tals ae ge pa gna | See et 1,698 
POtal Habilithes p(s 0 cas say Gee roe ee aeaice eee pee Pe aan a Le a 6,370 
Net assets ie pees OES Jaen aes Oy cnt cali ny aera tes eR ne ESS eae $27,817 


Net assets in countries with severe exchange restrictions are excluded from the above summary 
and the consolidated financial statements. Intercompany balances have also been excluded from 
the above summary. > 

All material intercompany transactions have been eliminated from the consolidated financial 
statements. 


~~ 


(e) For financial statement purposes, television film exhibition licenses and related expenses are 
included in income upon execution of the contract and, in the case of network licenses, upon the 


delivery of prints and related materials at the request of the networks. 
(2) INVENTORIES: 


(a) Film rights for television: 
This caption on the consolidated balance sheet includes (i) a portion of the cost of released 
feature film productions which is allocated to television exhibition based upon the net income 
expected to be derived therefrom and (ii) exclusive licenses acquired by the companies to 
distribute certain feature motion pictures for television exhibition, a substantial number of which 
expire from 1973 through 1993. 


(b) Film amortization: 
The cost applicable to both the theatrical and television release of each film production is 
amortized on a basis designed to provide annual amortization charges in the proportion that each 
year’s actual theatrical and television income bears to management’s estimate of the total 
income that will be realized from each of such sources. Such estimates are continually reviewed 
by management and are revised, if warranted. 


(c) Interest: 
Interest charges incurred with respect to film productions are capitalized until the companies 
release such films for exhibition. 
Film productions are not usually entirely liquidated within one year; however, it is the practice of 
this industry to include them among current assets. 


ae Wes 
_—- 
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(3) FIXED ASSETS: 


Depreciation and amortization of fixed assets is provided over estimated useful lives on a straight-line 
basis at the following rates per annum: 


Buildings and building improvements—2% to 25% per annum 
Equipment, furniture and fixtures—5% to 33% per annum 
Leasehold improvements—life of lease or improvement, whichever is less, 


(4) LIABILITY UNDER CREDIT AGREEMENTS: 


(a) The credit agreement with banks, as amended and restated on June 28, 1968, provides that 


~~ 


fixed borrowings thereunder ($26,937,000 at June 30, 1968) by a subsidiary of the company 
(guaranteed by the parent company) bear interest at an annual rate of Y2 of 1% above the agent 
bank’s prime commercial rate (642% on September 18, 1968). On July 1, 1968, a repayment of 
$1,737,500 was made using the proceeds of an installment of like amount received from a 
television station licensee. Quarterly installments of $1,175,000 are payable commencing on 
September 30, 1968 with the remaining unpaid principal balance becoming due on September 
3071973: 


In addition to the foregoing, the credit agreement also permits the subsidiary to borrow, 
exclusively for financing motion picture investments, up to $52,000,000 (guaranteed by the 
parent company) from time to time prior to September 1, 1970, under a revolving credit 
arrangement subject to certain limitations. Borrowings ($23,250,000 at June 30, 1968) under 
this arrangement bear interest at the rate of %4 of 1% (% of 1% for all borrowings prior to March 
1, 1968) above the agent bank’s prime commercial rate (6%% on September 18, 1968), plus a 
commitment fee of 2 of 1% on the unused available borrowings. Minimum monthly payments are 
required to be made either from 100% of the producer’s share derived from distribution of each 
financed motion picture or the scheduled monthly installment amounts prescribed by the 
agreement, whichever is greater. The current portion ($10,200,000) of the liability relating to the 
revolving credit arrangement at June 30, 1968 is equivalent to the amounts expected to be repaid 
within one year. 


The credit agreement, as amended and restated, is secured by the pledge of (i) all present and 
future notes and accounts receivable of the company and certain subsidiaries; (ii) all 

right, title and interest in and to present and future completed motion pictures and rights 
relating thereto; and (iii) the capital stock of the principal subsidiaries of the company. 


The agreement also contains various restrictions including minimum working capital 
requirements, limitations on borrowings and making of guarantees, restrictions with respect to 
certain investments and limitations on the payment of cash dividends on the Common Shares of 
the company. Based on the provisions of the agreement, $3,550,000 of retained earnings at June 
30, 1968 is not restricted. 


In June, 1968, a subsidiary agreed to enter into a “Euyrodollar Loan Agreement” with certain 
banks (as permitted under the credit agreement with banks) under which it may borrow up to 
$5,000,000 (to be guaranteed by the parent company) from time to time during the period June 
28, 1968 to July 10, 1971. The loans, which will be repayable in full not later than October 10, 
1971, will bear interest at 34 of 1% above the rates at which Eurodollar deposits of a like amount 
(as defined in the agreement) are offered by the lenders under certain conditions. In addition, the 
subsidiary is to pay a commitment fee of 42 of 1% per annum on the daily unused portion of 

the commitment. As of June 30, 1968, no borrowings were outstanding under the agreement. 


(5) 5% SUBORDINATED NOTES PAYABLE DUE ANNUALLY TO 1969: 


This indebtedness, of which $550,000 was repaid in September 1968 and $460,000 is repayable in 
September, 1969, is subordinated to the liability under the credit agreement with banks (note A). \n 


Notes to Financial Statements contnuep) 
(Stated in U.S. dollars and rounded to nearest thousand) 


connection with the original loan of $2,000,000, the company issued to the lenders warrants for the 
purchase of an aggregate of 128,887 Common Shares of the company (note 10c). 


(6) 6% CONVERTIBLE SUBORDINATED DEBENTURES, DUE 1976: 


The debentures are convertible at the option of the holders (or if called for redemption, up to and 
including the fifth business day prior to the redemption date) into Common Shares at a price of 
$21.00 per share, subject to adjustments as defined in the indenture. The debentures are 
redeemable at the option of the company, on not less than thirty days notice nor more than sixty days 
prior to the redemption date, as a whole or from time to time in part after November 20, 1969 at 
103%2% of the principal amount thereof, and at decreasing prices thereafter, together with accrued 
interest to the redemption date. The debentures are unsecured and are subordinated in the same 
manner as the 5% convertible subordinated debentures (note 7). 


Annual sinking fund payments of $1,200,000 (subject to amendment by the Board of Directors and 
the consent of the holders of not less than a majority of the principal amount of the debentures 
outstanding) are required from 1970 through 1975 to retire 60% of the issue prior to maturity. The 
company receives credit against such sinking fund payments for the principal amount of debentures 
converted. None of the debentures have been converted and as of June 30, 1968, 571,428 Common 
Shares are reserved for conversion (note 10d). 


5% CONVERTIBLE SUBORDINATED DEBENTURES, DUE 1988: 


The debentures are (a) unsecured, (b) guaranteed as to payment by the principal subsidiary of the 
company, (c) subordinated to the liability under credit agreements (note 4) and certain other 
indebtedness as defined in the indenture, and (d) convertible into Common Shares of the company at 
a price of $33.00 per share, subject to adjustment under a formula in certain events. The debentures 
are redeemable at any time after June 30, 1970, at the company’s option, as a whole or from time to 
time in part at 104%4% of the principal amount thereof on or before June 30, 1971, and at decreasing 
prices thereafter, together with accrued interest to the date fixed for redemption. 


Sinking fund payments on or prior to September 15 in each year, commencing in 1978, are required 
in an amount sufficient to retire by redemption, on the next succeeding day at the principal amount 
thereof, 7.5% of principal amount of debentures outstanding as of July 1, immediately preceding the 
date of the required sinking fund payment. At its option, the company may credit against any required 
sinking fund payment the principal amount of debentures previously converted and the principal 
amount of debentures acquired or redeemed by it (other than with required sinking fund payments) 
or called for redemption. 


The indenture provides, among other matters, certain restrictions as to the declaration and payment. 
of dividends (except in Common Shares) which are less restrictive than the provisions of the credit 
agreement with the banks (note 4a). 


During the year ended June 30, 1968, debentures in the face amount of $145,000 were converted 
into 4,375 Common Shares. As of June 30, 1968, 1,018,689 Common Shares were reserved for 
conversion (note 10d). 
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(8) 


TAXES ON INCOME: 


_ The provision for taxes on income includes Canadian and United States Federal and other income 


(9) 


(10) 


taxes. A subsidiary company is not subject to taxes on income. 


The manner in which the companies report income and amortization for financial statement purposes 
differs from that used for income tax purposes. Deferred taxes on income represent principally 

taxes applicable to profit arising from accounts receivable included in income for financial statement 
purposes, but not yet reported as income for tax purposes. Approximately $4,441,000 of the 
provision for taxes on income is deferred. That portion of deferred taxes applicable to accounts 
receivable included in current assets, has been classified as a current liability together with amounts 
expected to be currently payable. 


The Federal income tax returns of certain United States subsidiaries filed through the fiscal year 
ended June 30, 1966 have been examined by the Internal Revenue Service, and an additional 

liability, which was not material, arising therefrom was paid. U.S. Federal income tax returns of the 
former Warner Bros. Pictures, Inc. and subsidiaries for the fiscal years ended August 31, 1958 
through 1964 are currently under examination by the Internal Revenue Service. The company believes 
that adequate provision has been made for all income taxes, except that no provision has been made 
for taxes which would be withheld in the United States in the event accumulated undistributed 
earnings of the United States subsidiaries were paid to the parent company as dividends, inasmuch as 
the payment of such dividends is not presently contemplated. Further, income taxes are not finally 
determined until examined by the appropriate taxing authorities. 


CAPITAL STOCK: 


The following changes in issued Common Shares occurred during the year ended June 30, 1968: 
Stated values 


Number 
of shares Canadian WS: 
issued dollars dollars 
AMOUNT ate Me SLO Hyiemualuniea pentee leit anys 3,673,525 $60,211,000 $56,292,000 
Conversion of 5% Convertible Subordinated 
Debentures, due 1988 ............... ASS 155,000 145,000 


Exercise on October 3, 1967 of 64,444 war- 

rants to purchase a like number of Com- 

mon Shares at $11 per share (note 10c) .. 64,444 762,000 709,000 
Issuance of 66,225 Common Shares in connec- 

tion with the purchase of Atlantic Recording 

Corporation and affiliated companies (note 


MS rene Meany Mt Lolo iar aka a0 Oa Whi shh acy 66,225 2,542,000 2,359,000 
Armount.at June sO, TIGB oie ia a a uate! 3,808,569 $63,670,000 $59,505,000 


The Canadian and U.S. dollar stated value applicable to transactions affecting Common Shares 
have been computed on the basis of the rates of exchange prevai ling at the dates of issuance. 


CAPITAL STOCK COMMITMENTS: 


(a) Stock Options: 
On January 16, 1968, the shareholders approved the adoption of a new 1967 key employees’ 
qualified stock option plan under which 200,000 Common Shares were reserved for the granting 
of options to officers and key employees at prices not less than 100% of the fair market value 
thereof on the date of the grant. Options on 25,000 shares previously granted under the 1960 key 
employees’ stock option plan are outstanding as of June 30, 1968; however, the reservation of 
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Notes to Financial Statements conmnuzp) 
(Stated in U.S. dollars and rounded to nearest thousand) 


shares available for granting additional options (61,250, including 20,000 terminated in 
May 1968) under the 1960 plan was terminated upon adoption of the new plan. 


Following is a summary of changes during the year ended June 30, 1968 in stock options issued 
pursuant to the employees’ stock option plans: 


Option No.of a 

price shares 7 

Balance:at: beginning of year uu ars ANE as oka e ee sale atinte $ 20.25 25,000 ‘ 
Add options granted) during yearss7.o. Pisa eee ae ees 28.00—39.625 190,550 i 
21 S50 ; 

Deduct options terminated during year .................4--00. 39.625 20,000 a 


Balance at.end: of years altars Wes open settle cca ate wen $20.25—36.75 195,550 I 


Options with respect to 16,667 Common Shares were exercisable at June 30, 1968 and options 
with respect to 122,033 and 56,850 Common Shares become exercisable in fiscal years 1969 
and 1970, respectively. 


On September 13, 1968, options to purchase 15,000 shares were terminated and as of September . 
18, 1968, there were 44,450 shares available for the granting of additional options under the , 
terms of the new 1967 employees’ stock option plan. 


(b 


~~ 


Restricted Stock Plan: 
On May 16, 1968, the Board of Directors approved the adoption of an Executive Employee A 
Restricted Stock Plan, subject to shareholder approval and a favorable ruling from the U.S. Internal i 
Revenue Service (or favorable opinion of counsel to the company) as to the tax effect on E 
employees. On August 8, 1968, the Board allotted a maximum of 275,000 Common Shares which 
may be offered to eligible employees of the company and its subsidiaries at $21.00 per share. 
The shares acquired would be restricted for a limited period as to sale, assignment, pledge, 

transfer or other hypothecation, as defined in the Plan. nd 


Employment agreements entered into with certain officers of the company and subsidiaries, : 
provide for such executives to participate in the Plan. 3 


~~ 


Warrants: 


In connection with a loan to the company (note 5), the company issued warrants evidencing the a ; 
right to purchase an aggregate of 128,887 Common Shares of the company, exercisable for a ¥ 
period of five years at a purchase price of $11.00 per share. On October 3, 1967, warrants to 
purchase 64,444 Common Shares were exercised. 


(d) Other: 


At June 30, 1968, the company has reserved for issuance 571,428 Common Shares at a price of 
$21.00 per share in respect of the 6% Convertible Subordinated Debentures and 1,018,689 
common shares at a price of $33.00 per share in respect of the 5% Convertible Subordinated 
Debentures (notes 6 and 7). 


(11) EARNINGS PER SHARE; 


(c 
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Earnings per share have been computed based upon the weighted average number of shares 
outstanding. Earnings per share on a fully diluted basis have been computed based upon the weighted 


Te oe 


0 alii oes 


(12) 


(13) 


(14) 


average number of shares that would have been outstanding assuming the conversion and exercise 

of convertible debentures, stock options and warrants. Adjustments for debenture interest and 
reduction of interest expense which would have resulted from the receipt of cash upon the exercise of 
the options and warrants, net of applicable taxes on income, have been made. 


CONTINGENT LIABILITIES AND COMMITMENTS: 


In the ordinary course of business, the companies enter into commitments with respect to the 
acquisition of properties and other matters. Pending legal proceedings against the companies not 
covered by insurance or other indemnity are limited to routine litigation incidental to the business of 
the companies, certain stockholders’ derivative actions and anti-trust suits. The companies have 
denied liability with respect to all such actions and while the ultimate result is not determinable at 
this time, it is believed that the companies have meritorious defenses thereto and that the sums 
which may be paid to satisfy such actions will not be material in relation to the consolidated 
shareholders’ equity. 


PENSION PLAN: 


The company maintains a noncontributory pension plan covering eligible employees of the company 
and its subsidiaries, including certain employees in countries other than the United States and 
Canada. The total pension expense for the year was $309,000 which includes amortization of past 
service cost over a period of thirty years. The company’s policy is to fund pension cost accrued. The 
unfunded service cost amounted to approximately $1,140,000 at June 30, 1968. 


SUBSEQUENT EVENT: 


On August 20, 1968, the Board of Directors approved, subject to the satisfaction of certain 
conditions by December 31, 1968 and shareholder approval, an offer by National General Corporation 
to purchase all the assets of the company, subject to all the liabilities for the following considerations 
per share: 


(a) $26.00 face value 20 year 5% Convertible Sinking Fund Subordinated Debentures, convertible 
into the common stock of National General at a price $2.50 in excess of the average market price 
of such stock for the five days immediately preceding the mailing by National General of its proxy 
material to its shareholders in connection with this transaction (but in no event at a price less 
than $42.50 or more than $55.00 a share); 


(b 


~~ 


Y> share National General common stock; in an aggregate number of such National General 
debentures and common stock, equal to the aggregate of presently outstanding Common Shares 
of Warner Bros.-Seven Arts Limited plus such additional Common Shares issued on conversion of 
presently outstanding Warner Bros.-Seven Arts Limited debentures and warrants or the exercise of 
presently outstanding employee stock options. 


National General will undertake to duly register and list the securities which are the subject of 
the offer. 


INFORMATION REQUIRED UNDER THE CORPORATIONS ACT (ONTARIO) UNDER WHICH THE 

COMPANY IS INCORPORATED: 

(a) Statements of consolidated operations, consolidated retained earnings and consolidated source 
and application of funds for the year ended June 30, 1967 have been omitted as, in the opinion of 
management, such statements would not be meaningful due to the acquisition of the assets and 
business of Warner Bros. which was given effect to as of June 30, 1967. 


(b) Aggregate direct remuneration of $995,000 for fiscal year 1968 was paid or payable by the 
company and its subsidiaries to directors and senior officers (as defined). 


(c) During the year ended June 30, 1968, loans aggregating $402,000 of which $353,000 was 
outstanding at June 30, 1968, were made by a subsidiary to a director. 


Auditors’ Report to 
the Shareholders 


We have examined the consolidated balance sheet of 
Warner Bros.-Seven Arts Limited and subsidiaries as at 
June 30, 1968 and the statements of consolidated 
operations, consolidated retained earnings and 
consolidated source and application of funds for the year 
then ended. Our examination included a general review 
of the accounting procedures and such tests of 
accounting records and other supporting evidence as 
we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements 
present fairly the financial position of the companies as at 
June 30, 1968 and the results of their operations and 
the source and application of their funds for the year 
then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with 
that of the preceding year, as restated (see note 1b). 


Park Inanerch cbhil + bs 


Chartered Accountants 


Toronto, Ontario 
September 18, 1968 
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